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MERCHANT MARINE LEGISLATION 


WEDNESDAY, JUNE 3, 1959 


SENATE COMMITTEE ON 
INTERSTATE AND ForEIGN CoMMERCE, 
SUBCOMMITTEE ON Mercuant Marine AND FIsHERIgs, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m. in room 5110, 
New Senate Office Building, Hon. Clair Engle presiding. 

Senator Eneir. The Subcommittee on Merchant Marine and Fish- 
eries will be in order for the consideration of the following bills: 

S. 1958, to amend title 46, United States Code, with respect to with- 
holding of seamen’s wages. 

S. 2013, to amend section 511(h) of the Merchant Marine Act, 1936, 
to extend the time for commitment of vessel construction reserve 
funds. 

S. 990 and S. 1270, to authorize the use of Great Lakes vessels on 
the oceans. 

S. 107, to amend title XI, Merchant Marine Act, 1936, to include 
floating drydocks under the definition of the term “vessel” for Federal 
ship-mortgage insurance. 

One of the bills, S. 107, to provide mortgage insurance for floating 
drydocks, was the subject of a hearing toward the close of the 85th 
Congress, but was not reported by the committee. The hearing on 
this bill will be carried over to 2:30 this afternoon, to permit Senator 
Smathers and an out-of-town witness to be heard. 

The first bill under consideration will be S. 1958 by Senator Mag- 
nuson to amend title 46, United States Code, section 601, to clarify 
types of arrestment prohibited with respect to wages of U.S. seamen. 

. 1958 would prohibit the withholding by a steamship company 
from a seaman’s wages for State, Territory, or Commonwealth taxes. 
This would amend existing section 601 of title 46, United States Code 
which protects seamen’s wages from “attachment, encumbrance, or 
arrestment.” There is an apparent conflict between this section and 
the provisions of State law which would require withholding of 
local taxes from the wages of seamen. The legislation proposed 
would clarify this problem, recently made critical by the enactment 
of these withholding provisions in two important maritime States, 
Massachusetts and New York. 

Supporters of this bill say it will not in any way limit the taxing 
authority of States, but will prevent the almost insurmountable book- 
keeping problems and costs for steamship companies and seamen 
themselves. This would come about because ships travel between 
ports in many States, each of which has a right to force the steamship 
company to withhold the seamen’s taxes unless this bill is passed. 


Note.—Professional staff member assigned to this hearing, August J’. Bourbon. 
1 
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The Department of the Treasury opposes this legislation on the 
grounds that it would have the effect of curbing the t taxing jurisdic- 
tion of the State over its residents and nonresidents deriving income 
within its borders. 


(The bill follows :) 


[S. 1958, 86th Cong., 1st sess.] 


A BILL To amend title 46, United States Code, section 601, to clarify types of arrestment 
prohibited with respect to wages of United States seamen 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title 46, United States Code, section 
601, is amended by adding at the end therof the following: “And provided fur- 
ther, That no part of the wages due or accruing to any seaman on a vessel 
engaged in the foreign, coastwise, intercoastal, or noncontiguous trade shall be 
withheld pursuant to the provisions of the tax laws of any State, Territory, 
possession, or Commonwealth, or a subdivision of any of them.” 

Senator Eneix. The departmental reports before the committee 
are the Treasury report, which has been referred to, dated May 29, 
1959. Without objection, that will be made a part of the record. 
Also without objection, a letter from the Comptroller General of 
the United States, dated May 27, 1959, and a letter from the Pacific 
American Steamship Association, dated June 3, 1959, relating to this 
matter and signed by J. Monroe Sullivan, vice president, will be made 
a part of the record subsequent to the verbal testimony. 

The first. witness is Mr. Alvin Shapiro, vice president of the Amer- 
ican Merchant Marine Institute, Washington, D.C. Mr. Shapiro, 
do you have a prepared statement ? 

Mr. Suartro. Yes, sir. 

Senator ENcir. We are glad to have you here, Mr. Shapiro. With- 
out objection, you may proceed to read your statement without 
interruption. 


STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE, WASHINGTON, D.C., ON S. 1958 


Mr. Suariro. My name is Alvin Shapiro. I am vice president of 
the American Merchant. Marine Institute, Inc., a trade association rep- 
resenting over 50 U.S. steamship companies operating about three- 


fourths of our entire American- flag fleet or some 6,500,000 tons of | 


passenger, tanker, dry-cargo, and collier vessels in the domestic and 
foreign trades of the United States and employing many thousands 
of merchant seamen. 

I am appearing in support of S. 1958, a bill to amend title 46, U.S. 
Code, section 601, so as to cl: a, ty pes of arrestment prohibited with 
respect to the wages of U.S. seamen. 

This is a matter of utmost importance and urgency to the steam- 
ship industry, and it is one for which we appeal for prompt congres- 
sional action for the solution of a most difficult problem. 

The need for this legislation has resulted from the conflict between 
the provisions of Federal law protecting the wages of seamen from 

“attachment, encumbrance, or arrestment” and the provisions of State 
tax laws which would require withholding of local taxes from the 
wages of merchant seamen. 

It should be pointed out that this legislation would not in any way 
relieve the seaman of his liability to pay taxes properly due. It would 
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merely continue long-established procedures for the payment of such 
taxes. 

Section 601 of title 46 of the United States Code (act of Mar. 4 
1915, pt. 12) provides that— 

No wages due or accruing to any seaman * * * shall be subject to attachment 
or arrestment from any court, and every payment of wages to a seaman * * * 
shall be valid in law, notwithstanding any previous sale or assignment of wages 
or of any attachment, encumbrance, or arrestment thereon; and no assignment 
or sale of wages * * * shall bind the party making the same, except such 
allotments as are authorized by this title. * * * 

Title 46, United ao Code, ve 596 (Rev. Stat., sec. 4529, as 
amended; act of Mar. 4, 1915, sec. 3) provides that every owner or 
master who refuses or ie ‘ts to make payment of a seaman’s wages 
(within 2 days after the termination of the agreement under which he 
shipped on a coastwise voyage and within 4 days after he has been 
discharged on a foreign or intercoastal voyage) shall pay to the sea- 
man a sum equal to 2 days’ pay for each and every day during which 
payment is delayed beyond the aforementioned periods. 

A number of States have enacted withholding provisions in their 
income-tax laws and, in the last few months, two important maritime 
States, New York and Massachusetts, have enacted such provisions in 
their tax laws. The New York withholding provisions were made 
effective April 1, 1959, and those of Massachusetts, February 15, 1959. 
The income-tax laws of a number of other States contain similar pro- 
visions and there is a possibility, if not a likelihood, that the device 
will spread to other States and Territories and their subdivisions, 
such as municipalities. 

A serious question has arisen as to the legality of applying the with- 
holding provisions of State tax laws to the w ages of seamen in the 
face of the requirements and penalties of the Federal statutes regulat- 
ing the payment of seamen’s wages. In American-Hawaiian Steam- 
ship Co. v. Fisher (82 F. Supp. 193 (D. Oreg. 1948) ), the provisions 
of the income-tax law of the State of Oregon requiring employers 
doing business in that State to withhold a percentage of the wages 
of seamen who were domiciled or were statutory residents of Oregon 
and to pay the amount withheld to the tax authorities of the State were 
held invalid as applied to wages of seamen on the ground that they 
provided for an “attachment” of wages of seamen prohibited by title 
46 United States Code, section 601. 

On the other hand, in Alaska Steamship Co. v. Mulaney (180 F. 2d 
805 (9th Cir. 1950) ), the Court held that the withholding provisions 
of the income-tax law of the Territory of Alaska could be applied to 
the wages of seamen. However, this latter case does not appear to be 
determinative of the right of a State to require withholding of taxes 
from wages of seamen since the taxing authority granted to the Terri- 
tory of Alaska was derived from congressional enactment, and it can 
soundly be argued that the Congress had acted and granted this 
power to the Territory of Alaska over and above the provisions of 
section 601, but that no such power has been granted by the Congress to 
any State. 

Furthermore, seamen’s wages were exempt from the withholding 
provisions of the Federal Internal Revenue Code when those 1 require- 
ments were first enacted. Congress later, by specific enactment, 
authorized the withholding of taxes from such wages. 
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Despite the language of section 601, the States of New York and 
Massachusetts have stated that the withholding provisions of their 
tax laws are applicable to wages of seamen, and even now are insisting 
that ship operators withhold State taxes from seamen’s wages. 

The net result is that shipowners are faced not only with tremendous 
tax-accounting problems in the practical execution of the withholding 
provisions of these State laws, but, most importantly, with a staggering 
potential legal and financial] liability if they do not withhold as appar- 
ently directed by title 46, United States Code, section 601, or if they 
do withhold as apparently required under State tax laws. 

On the issue of complexity—a vessel may stop at a number of ports 
in the United States on a single voyage. Each of the States in which 
such ports are situated may have withholding provisions in its tax 
laws. In such event, it might be necessary to prepare withholding- 
tax forms for each seaman for each State for each voyage covering 
the wages earned in each such State. And States might even seek to 
require steamship companies to withhold taxes from wages of their 
seamen-residents discharged in ports anywhere in the world. In fact, 
it has been indicated that Massachusetts may seek to impose such a 
requirement. Municipalities at which vessels touch might seek to 
impose withholding on wages of seamen on such vessels. The case 
of Philadelphia is one in point. Interior States might seek to require 
steamship companies to withhold from the wages of seamen domiciled 
in such States. There is no limit to the complexity and multiplicity 
of the accounting burdens which will surely develop. 

And these difficulties are but one aspect of the problem. Steam- 
ship companies are confronted with a potential staggering burden 
whichever way they turn, unless their icmiiin is resolved by con- 
gressional action. Because of the uncertain status of the law on the 
point, if they withhold from seamen’s wages pursuant to State laws, 
they are faced with the likelihood of a multiplicity of suits by seamen 
involving a possible liability running into an astronomical amount 
of money for failure to pay wages without deduction or arrestment, 
pursuant to section 601. 

On the other hand, if they do not withhold, their potential liability 
to the States for taxes not withheld pursuant to the requirements of 
the State laws and the additional penalties to which they could be 
subject could be equally great. There is no reason why the steam- 


ship owner, actually a disinterested party in the matter of tax lia- | 


bility and serving only as the tax-collecting agent of the States, should 


be compelled to resolve this problem at their own risk. This can be | 


done only by the Congress clarifying the types of arrestment pro- 
hibited with respect to wages of seamen under section 601. 


Nor has any mention yet been made of the problems faced by the 


seaman. He would almost have to become a professional accountant 
or at least employ one to handle his complicated State tax affairs 
and he would almost inevitably be subject to multiple taxation by a 
large number of States and municipalities ending up with a sheaf 
of income tax withholding statements covering a multiplicity of em- 
ployers, voyages, and States. 

It is recommended that, consistent with its long-established policy, 
the Congress enact into law the legislation now before it to make it 
clear under section 601 of title 46 of the United States Code that 
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no part of the wages due or accruing to a seaman is subject to the 
withholding provisions of the tax laws of any State, Territory, pos- 
session, or Commonwealth, or a subdivision of any of them. 

We ask that the law be clarified so as to make certain that steam- 
ship companies can find their way out of the “box” they are now in. 
Speed is of the utmost importance, for every day it remains unresolved 
the predicament of the steamship companies grows increasingly more 
difficult. 

Senator Eneie. Mr. Shapiro, how are the taxes on the wages of 
merchant seamen now collected ¢ 

Mr. Suapiro. Collected as a lability of the individual seamen to the 
State. 

Senator Enate. In other words, if he is domiciled in a particular 
State, he has to file an income tax return within that State? 

Mr. Suaprro. That is right. 

Senator Enexe. If he doesn’t do it, he is subject to the ordinary 
laws that would compel him to do it ? 

Mr. Suapriro. This is no way, and I must make this clear, Senator 
Engle, if I might—there is a tone in the Department of Treasury 
letter which I saw over on the House side, not here, and I assume it 
is the same letter—that this is not a gimmick by which a seaman can 
escape paying taxes. We are not in favor of gimmicks to escape 
paying taxes and I have spoken to the seamen representatives and 
they are certainly not in favor of those gimmicks. ‘They do not want 
the seamen to be second-class citizens, but they do not want them to be 
put in 2 completely unique position because of the nature of their 
employment and the complexity that that employment involves. 

These liabilities remain as liabilities precisely as they were yester- 
day and the day before and they are subject to the same penalties for 
tax evasion as they were at that time. 

Senator Eneiz. On what basis would Massachusetts, for instance, 
demand a withholding of a portion of a seaman’s wages while his ship 
was in one of their harbors if the seaman was domiciled, say in New 
York? 

Mr. Suartro. Of course, the problem is there and you get into the 
complexity of the taxing authority of a particular State on a resident 
as well as on a nonresident. Now, in certain States, this is very clear 
as between a resident and nonresident. 

In the State of New York, for instance, a nonresident is also taxed 
if his domicile is officially in New Jersey and, as a matter of fact, one 
of the issues has been really that he has been taxed unfairly because 
he is not allowed the same sort of deductions as a New York State 
resident. 

You run into a similar complication, resident versus nonresident, 
m the issue of, shall his wages plus his board and lodging be included 
in his tax base? Now in some States that is not the case and in others 
it is the case. So you have that variety of complications, all of which 
can be compounded 49 times now and perhaps soon 50, before you 
even add the municipality problem. 

Senator Enete. Well, this is the only area of transportation in 
which this problem would come up. The airlines, of course, might 
have only two stops 

40001—59——2 








MERCHANT MARINE LEGISLATION 





Mr. Suaprrro. You are right; except the airlines do not have the 
same section 601 which creates this complexity. Frankly, the position 
of the industry is that we would like to know whether we can tax or 
we can’t tax and we are not terribly concerned as to what is the ulti- 
mate determination. We think the simplest, most clear-cut determi- 
nation, considering the role of the seaman as well as the role of the 
steamship owner, is to forbid the tax. However, if the Congress were 
to enact legislation which would authorize deduction for State with- 
holding tax and clearly indicate to us thereby that we are not in viola- 
tion of 601, this would be satisfactory to the steamship owner. I think 
it is less satisfactory to all parties than the forbidding of the collection. 

Senator Encie. What you say is the steamship people now have sec- 
tion 601, which makes clear what their obligation is under Federal law. 
The amendment would apply the same exemption to a State and Ter- 
ritory or other political subdivision. 

Mr. Suarrro. Precisely. 

Senator Ener. It creates an interesting problem. What happens 
with railroads? 

Mr. Suaptro. You see, Senator Engle, I perhaps have not made that 
point very clear. The railroads or the airline people, obligated as 
they may be and as we are now to the States to withhold, can with- 
hold and we can withhold. There are complications, of course, but 
we can withhold. But, the railroads are not subject to suit by con- 
ductors or other railroad employees as being in violation of the Fed- 
eral statute. 

Now, we can withhold for seamen in New York State or in Massa- 
chusetts, but there is nothing to say that seamen can’t sue us and, as 
a matter of fact, on the basis of the Oregon decision, actually win this 
suit. 

Now, if a seaman sues us for the withholding of wages, let’s say, 

at the end of a 1- -year period, his automatic right to collect is 2 years’ 
worth of wages. Now if these suits are resolved in individual States, 
perhaps 4 years after the fact, a steamship company that employs 
perhaps 5,000 seamen, can find that it has assumed an obligation for 
the wages of 5,000 seamen after 5 years, which could very easily be 
the wages of 5,000 seamen at the end of 10 years and this will break 
practically every steamship company. 

Except for the fact that we have a section 601, our situation is not 
so terribly unique from a transcontinental airline, transcontinental 
railroad. It is a little more unique but we certainly don’t base it on 
that particular fact. 

The unique part of our situation is section 601 in the Federal law 
and this is what we are seeking clarification on. 

Senator Eneie. It would seem to me that where any carrier moves 
across State lines, the employees of that carrier might be subject to 
withholding in the State in which the employee is ‘domiciled, but I 
don’t see how all the others get.a whack at him. If he had to pay taxes 
every place he stopped, it would be tremendous. 

Mr. Suapriro. The tax base in a particular state may be determined 
on the basis of the employer doing business in a particular State, 
completely apart from the seaman, completely apart from his resi- 
dence. We know very well that the employer in New York City, for 
instance, is obligated to withhold taxes for New York State for a 
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MERCHANT MARINE LEGISLATION 7 
man who unquestionably is a resident in New Jersey. He simply must 
do this by law and I assume you have read in the press of the rather 
substantial issue when New York State enacted its withholding tax 
on this particular problem of New Jersey versus New York in terms 
of a man being a resident in New Jersey and being an employee in 
New York and for years a New Jersey resident employed in New York 
has been obligated to pay New York State taxes. 

Senator Encir. Has anybody ever tested that in court? 

Mr. Suaprrro. I really can’t answer that. I simply assume it is 
such a situation that it must have been tested in court. 

Senator Enerr. This problem is far narrower than the general 
problem in any case. 

Mr. Suarrro. Thank you very much. 

Mr. Bourson. You say that you are perfectly willing to deduct or 
not deduct, just so you are in the clear. You did say that? 

Mr. Suaptro. Yes. 

Mr. Bourton. Suppose this bill were not enacted, have you given 
any thought to what other action would have to be taken? Would we 
have to repeal 601 or have you given any thought to that? 

Mr. Suariro. I doubt very seriously that you could repeal 601 very 
easily, and entirely on the basis of this particular tax situation. We 
frankly have not thought of what you would do except to modify this 

articular piece of legislation and instead of saying or forbidding the 
withholding of taxes from States, authorize the withholding of taxes 
from States. We therefore think one Federal law would supersede 
another Federal law and clarify it in that respect. 

Senator Eneie. Thank you, Mr. Shapiro, for that fine statement. 

Mr. Walter C. Ford, the Deputy Maritime Administrator. Do you 
have a statement, Mr. Ford ? 

Mr. Forp. Yes, sir; I have a prepared statement, which I would be 
happy to either read or file for the record. 

Senator Ener. Off the record. 

(Discussion off the record.) 

Senator Eneie. Proceed. 


STATEMENT OF WALTER C. FORD, DEPUTY MARITIME ADMINIS- 
TRATOR, ON BEHALF OF THE DEPARTMENT OF COMMERCE, 
ON S. 1958 


Mr. Forp. Mr. Chairman, the bill would amend title 46, United 
States Code, section 601, which forbids the attachment or arrestment 
of the wages of a seaman for any other reason than a court order 
regarding the payment of support and maintenance for a wife and 
minor children, by adding a proviso at the end of the section to state: 

That no part of the wages due or accruing to any seaman on a vessel engaged 
in the foreign, coastwise, intercoastal, or noncontiguous trade shall be with- 
held pursuant to the provisions of the tax laws of any State, Territory, possession, 
or Commonwealth, or a subdivision of any of them. 

The Department does not object to favorable consideration of the 
bill, subject to considerations referred to hereinafter. 

The bill, if enacted, would prohibit the withholding from a sea- 
man’s wages for State, Territory, or Commonwealth taxes. 
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The very nature of the steamship industry is transitory. A vessel 
under the U.S. flag generally will have seamen from many different 
States as crew members who may “sign on” a vessel at different ports 
or at different times. The burden of determining the State residence 
of each crew member for the withholding of State or local taxes from 
the seaman’s wages would place a complex bookkeeping problem upon 
the steamship companies. 

This evbbhees would become even more intricate if several States 
and municipalities should establish a nonresident tax on wages earned 
at their respective localities, and require the withholding of taxes 
from the wages of seamen on money earned as salary or otherwise 
for the period a vessel would be in waters under the States’ jurisdic- 
tion. Vessels frequently put into ports of several States on a Se age, 
and vessels in the coastwise trade stop at many different U.S . ports, 
In this instance a multiplicity of tax deductions would be made from 
the wages of the individual seaman, who might also be taxed on in- 
come by his State of residence. 

The validity of a State law requiring withholding for tax purposes 
from a seaman’s wages is at present uncertain. 

In Alaska Steamship Company * aera (D.C. Alaska 1949, 
84 F. Supp. 561; affirmed C.C.A. 9, 1950, 180 F. 2d 805), the court 
did not consider the Alaska withehelding ‘provisions to Ee improper, 
despite the Federal statutes (46 U.S.C. 597, 599, 600, 601, and 605) 
which relate to payment of seamen’s wages in full without deduction, 
free from attachment or assignment, and otherwise “protected” sea- 
men’s wages. The circuit court did not consider that the withholding 
requirement affected the “exclusive Federal jurisdiction” and, fur- 
ther, indicated that “no principle of admiralty requires uniformity 
of State taxation.” The Alaska decision cited, but did not follow, 
American-Hawaiian Steamship Co. v. Fisher (D.C. Oreg. 1948, 82 


F. Supp. 193) which held a similar withholding provision of the | 


Oregon income-tax law invalid as applied to seamen since it provided 
for “attachment or arrestment” of seamen’s wages prohibited by title | 
46, United States Code, section 601. 

This Department does not comment on the question of the inter- 
relation of State and Federal statutes involved, which would appear 
to be matters primarily for the Department of the Treasury and the 
Department of Justice. 

This Department, subject to the views of the Departments of the 
Treasury and Justice, has no objection to the favorable consideration 
of the bill. 

Senator Eneir. Thank you very much, Mr. Ford. 

(The letters previously referred to follow :) 

DEPARTMENT OF THE TREASURY, 
May 29, 1959. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views 
of this Department on S. 1958, to amend title 46, United States Code, section 
601, to clarify types of arrestment prohibited with respect to wages of U.S. 
seamen. 

S. 1958 would amend section 601 of title 46 of the United States Code, relating 
to attachment or arrestment of wages of seamen, to exempt seamen engaged in 
foreign, coastwise, intercoastal, or noncontiguous trade from the withholding 
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provisions of the tax laws of States, Territories, possessions, and political 
subdivisions. isa 

The provision for withholding a State income or payroll tax, as the provision 
for withholding Federal taxes, is a collection device employed to facilitate the 
enforcement of tax laws. The prohibition against the use of withholding would 
in effect deny to a State or other taxing jurisdiction authority to employ instru- 
ments required for the effective enforcement of tax laws. In a very real sense 
it would have the effect of curbing the taxing jurisdiction of a State over its 
residents and over nonresidents deriving income within its borders. 

_ The Department is opposed to legislation which would curb the taxing juris- 
diction of States and actively supports the policy of according the States the 
active cooperation of the Federal Government in the enforcement of their tax 
laws. Thus, in accordance with the provisions of Public Law 587, 82d Congress, 
approved July 17, 1952, the Secretary of the Treasury enters into agreements 
with States which employ withholding in the enforcement of their income-tax 
laws, to provide for the assistance of Federal agencies in withholding State 
income taxes from the compensation of Federal employees. In this manner 
the Federal Government reciprocates the cooperation accorded by State and 
local governments in withholding Federal income taxes from State and local 
employees. 

The Department is in accord with the views expressed by the U.S. Court 
of Appeals for the Ninth District in Alaska Steamship Company v. Mullaney 
(180 Fed. 2d 805) in upholding the withholding provisions of the Alaska income 
tax that seamen, like other individuals, cannot be exempted from their obliga- 
tion to bear their fair share of the cost of supporting government. 

In view of the foregoing considerations, the Department recommends against 
enactment of S. 1958. 

The Bureau of the Budget has advised that there was no objection to the 
submission of an identical report on H.R. 6815, an identical bill. 

Very truly yours, 
FRED C. SCRIBNER, Jr., 
Actiny Necretary of the Treasury. 


COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, May 27, 1959. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee of Interstate and Foreign Commerce, 
U.S. Senate. 


Deak Mr. CHAIRMAN: Further reference is made to your letter of May 18, 
1959, acknowledged on May 19, requesting the comments of the General Account- 
ing Office concerning S. 1958, 86th Congress, 1st session, entitled “A bill to 
amend title 46, United States Code, section 601, to clarify types of arrestment pro- 
hibited with respect to wages of U.S. seamen.” 

We have no special information or knowledge as to the need for or desir- 
ability of the proposed legislation and, therefore, we make no recommendation 
with respect to its enactment. 


Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


PACIFIC AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D.C., June 3, 1959. 


Subject : Income-tax withholding of seamen’s wages, S. 1958. 
Hon. WARREN G. MAGNUSON, 

Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, 

Washington, D.C. 


Deak SENATOR MAGNUSON: The Pacific American Steamship Association is a 
trade association representing a large majority of the American-flag steamship 


lines serving the Pacific coast and, as such, we are interested in the above 
subject legislation. 
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Some of our member lines serve New York port and we, therefore, are inter- 
ested in this specific problem as well as the principle involved. This pro- 
posed legislation would clarify confusion and ambiguities which exist as a result 
of the recent tax ruling by the New York Department of Taxation which says that 
the new withholding law requires the withholding on earnings of seamen who are 
residents of New York State; the decisions in American Hawaiian v. Fisher (82 
Fed. Supp. 193) and Alaska Steamship v. Mullaney (84 Fed. Supp. 561 and 180 
Fed. 2d 806). In the Oregon case, it was held that withholding of income tax 
is a type of attachment and, therefore, invalid as applied to seamen, whereas in 
the Alaska case, it was held that withholding is legal. 

As the law now stands, steamship companies will have potential liability to 
incur penalties and it is felt that the bill now before your committee provides 
the best solution to this problem. 

The basic reason for our support of this legislation is to avoid existing con- 
fusion in this field and can in no way be construed as an effort to divest our- 
selves of any responsibilities to the tax authorities or to our employees. 

It is respectfully requested that this letter be made a part of the official 
record of these hearings. 

Very truly yours, 
{S] J. Monroe SULLIVAN, 
Vice President. 

Senator Eneir. Without objection, the letter from the Labor- 
Management Maritime Committee, June 2, 1959, signed by Mr. Clark 
and Mr. Haddock will be made a part of the record. 

(The letter follows :) 


LABOR-MANAGEMENT MARITIME COM MITTEER, 
Washington D.C., June 2, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR MaGnuson: The Labor-Management Maritime Committee de- 
sires to go on record in support of S. 1958, a bill to amend title 46, United States 
Code, section 601. 

Apparent conflicts between certain State laws and provisions of Federal law, 
the latter having to do with protection of wages of seamen from “attachment, 
encumbrance, or arrest,” have given rise to the need for the legislation set forth 
in this bill now before your committee. 

The steamship industry is constrained under existing law and under penalty 
from refusing or neglecting to make payment of a seaman’s wages (46 U.S.C. 
596 (Rev. Stat., sec. 4529, as amended ; act of Mar. 4, 1915, sec. 3.) ) 

Section 601 of title 46 of the United States Code (act of Mar. 4, 1915, pt. 12) 
also provides prohibitions against attachment or arrestment of seamen’s wages 
in certain clearly specified language. 

Certain of the States have enacted withholding provisions in their income-tax 
laws. There is a possibility that this practice may also spread to Territories 
or municipalities. 

We believe this practice is unwise, will create unwarranted burdens for the 
steamship companies, is obnoxious to seagoing labor, and creates certain con- 
flicts with existing laws dealing with payments of wages to seamen. 

We note that the Treasury Department, speaking with the reference to H.R. 
6815, an identical bill to S. 1958, opposed the legislation stating, among other 
things, that it would curb the taxing jurisdiction of the States. We believe the 
Treasury Department is not responsive to the problems created for steamship 
companies and merchant seamen by the multiplicity of State tax withholding. 
We do not find any justification in the legislation for the statement of the 
Treasury Department that this “legislation would curb the taxing jurisdiction 
of States.” The bill before your committee does not deal with authority of the 
States to tax. It would simply prevent them from withholding taxes. Their 
authority to tax is in no way impaired. Generally speaking, withholding is only 
a process under the authority to tax. 

S. 1958 does not exempt individuals from their obligaitons to bear their fair 
share of the cost of supporting their State governments. The sole purpose of 
the bill now being considered is to prevent a multiplicity of State withholding 
taxes from creating almost unsurmountable bookkeeping problems for steamship 
companies and tax-filing obstacles for the seamen involved. 
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The laws prohibiting attachment or arrestment of seamen’s wages are of 
long standing. Certainly clarification is necessary in this particular instance, 
in that it would remove any doubt as to whether or not the several States can 
continue the problems they have already created for the companies and the 
seamen. ; ae : ; 

We believe the historical practice of not permitting such withholding should 
be clarified and sustained by the type of legislative action contained in the bill 
now before your committee. The bill in no wise affects the responsibility or 
obligation of seamen to pay their required taxes. ; 

A review of the various Federal laws and interpretations along with their pos- 
sible conflict with tax-withholding laws of some of the States and the added 
burdens placed upon the steamship industry is scheduled to be given in testimony 
by the American Merchant Marine Institute, Inc., before your committee on 
June 3, 1959. 

We have fully analyzed and subscribe in full to the position taken by the 
American Merchant Marine Institute and support S. 1958, now before your 
committee, to which that testimony is directed. 

Respectfully, 
EARL W. CLARK, 
Hoyt S. Happoor, 
Codirectors. 

Senator Enerz. That completes the record with reference to testi- 
mony on this bill unless someone further desires to comment or make 
a statement. 

Hearing none, the next bill is S. 2013, to amend section 511(h) of the 
Merchant Marine Act, 1936, as amended, in order to extend the time 
for commitment of construction reserve funds. 

Of the $11.6 million total funds on hand, $1.6 million would other- 
wise have to be committed by July 9, 1959, and the remainder by 1961. 

The American-Hawaiian Steamship Co., organized in 1900, has 
always been an important factor in the domestic shipping trades. It 
turned over to the Government in World War IT a total of 32 large 
freighters. After the war it made repeated efforts to reenter the 
field of domestic trade, and now is planning a fleet of trailerships de- 
signed to meet today’s handling cost problems. However, more time 
is need to finalize their plans and to raise and commit the additional 
funds required. 


(The bill follows :) 


[S. 2018, 86th Cong., 1st sess.] 


A BILL To amend section 511(h) of the Merchant Marine Act, 1936, as amended, in order 
to extend the time for commitment of construction reserve funds 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the proviso at the end of section 511(h) 
of the Merchant Marine Act, 1936, as amended, is amended to read as follows: 
“Provided, That until January 1, 1961, in addition to the extensions hereinbefore 


permitted, further extensions may be granted ending not later than December 
31, 1961.” 


Sec. 2. The amendment made by the first section of this Act shall take effect 
June 30, 1959, or on the date of enactment of this Act, whichever date first occurs. 

Senator Enerz. Without objection, any departmental reports re- 
ceived, if received prior to the printing of the record, will be made 
a part of the record. 

The first witness is James H. Sharp, president, and H. J. Coyle, 
vice president of the American-Hawaiian Steamship Co., 360 Lex- 
ington Avenue, New York. We are glad to have you here. 
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STATEMENT OF JAMES H. SHARP, PRESIDENT; ACCOMPANIED BY 
H. J. COYLE, VICE PRESIDENT, AMERICAN-HAWAIIAN STEAM- 
SHIP CO., ON S. 2013 
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Mr. Suarp. My name is James H. Sharp, president and a director 
of American- Hawaiian Steamship Co. I am accompanied by H. J. 
Coyle, vice president and treasurer of our company. 

The purpose of the legislation proposed under S. 2013 is to extend 
until December 31, 1961, the period during which construction re- 
serve funds established under section 511 of the Merchant Marine Act 
of 1936, as amended, must be expended or committed for new vessel 
construction. 

On April 20, 1959, American-Hawaiian, one of the oldest and, at 
times, the lar gest of the intercoastal shipping lines, filed an application 
with the Maritime Administration for mortgage insurance to cover 
four trailerships for operation in intercoastal trade. Assuming a 
favorable determination on the application, and the obtaining of 
needed financing, contracts would be awarded for ship construction 
about April 1960. 

The company has approximately $11 million in its construction 
reserve Senta, $1,600,000 of which must be committed by July 9, 1959, 
under present law, and the balance at various dates between F ebruary 
and November 1961. The bill under consideration would merely ex- 
tend briefly the period for commitment, to permit time for consumma- 
tion of plans for the projected trailerships. The Federal income tax 
that would have to be paid if these funds are not invested in new 
ships amounts to approximately $2,500,000. Such tax, if paid, would 
be lost forever for new construction. 

American-Hawaiian was formed in 1899 and pioneered in the 
American building of modern, large steam freighters, the first four 
of which were placed in inter coastal trade in 1900. In 1902, the first 
oil-burning equipment used by an American-flag vessel was “installed 
by American-Hawailian. 

American-Hawaiian continued in intercoastal trade until World 
War I caused the suspension of its service, and in 1917 the Govern- 
ment requisitioned the fleet in the prosecution of the war. At the 
time, the company had about 25 percent of the deadweight ton- 
nage of large oceangoing freighters under U.S. registry. Aside 
from its own fleet of 26 ships, the company operated for account of 
the Government during World War I, a large number of vessels of 
other owners. At one “period American-Hawaiian had 86 vessels in 
its charge. During the 24% years of control by the Shipping Board, 
ending in late 1919, the regular American-Hawaiian fleet resumed its 
intercoastal service until 1941 when it. was disrupted by World War 
II, and again the Government requisitioned the vessels. This time 
American- Hawaiian contributed 32 large oceangoing freighters fully 
manned, in first-class condition, immediately available for national 
defense. Twenty-two vessels of our fleet were lost or requisitioned 
for title by the Government during the war. 

During World War II, traffic formerly moving via intercoastal 
steamer was diverted to overland modes of transportation. Appreci- 
ating that the reorientation of this traffic alk) be a costly process 


for the intercoastal lines which had suffered total destruction of their 
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trade during the war, the Government concluded to reestablish the 
services using Government-owned war-built ships, employing the 
former intercoastal lines as agents. Such agency operation began in 
1945 and, because of the heavy losses, was discontinued in the fall 
of 1947. American-Hawaiian then chartered Government-owned 
vessels to continue the service without interruption. This arrange- 
ment continued until early 1951, when the Government discontinued 
the chartering of vessels for use in the intercoastal trade. At this 
point, America-Hawaiian purchased vessels from the Government 
and, again without interruption, continued the service. However, 
in 1953, the company concluded, after long deliberation and careful 
analyses, that the conventional, break-bulk type of operation was obso- 
lete; that it no longer was capable of rendering a satisfactory service 
to the public; and that it could not provide a profitable operation. 
Accordingly, in March of 1953, the company decided to suspend its 
intercoastal service in order to conserve its assets and to study and 
consider other forms of transportation. 

The present application of American-Hawaiian for vessel-mortgage 
insurance is the result of investigations of new shipping concepts dur- 
ing the past 4 years, and involves the building of four trailerships 
for the intercoastal trade. 

In view of the present high cost of shipbuilding in the United 
States, and the stringent financial requirements of the Government in 
granting mortgage aid under title XI of the Merchant Marine Act of 
1936, as amended, American-Hawaiian will need all of its present 
resources for the shipbuilding program. We therefore need the brief 
extension of time for commitment of our construction-reserve funds, 
in order fully to evaluate the financial requirements of the Govern- 
ment in this project. 

Senator ENete. Thank you very much, Mr. Sharp. That is an 
excellent statement. 

Mr. Bourson. Mr. Sharp, do I understand that about 2 years ago, 
you invested quite a lot of money in designing a particular type of 
roll-on, roll-off—I guess that is what you would call it ? 

Mr. Suarp. Yes. 

Mr. Bourson. You spent a lot of money at the request of Navy to 
design those ships on a 25-knot basis, and then when you had the bids 
in, they were too costly to go ahead with the project ? 

Mr. Suarp. That is substantially true. 

Mr. Bourson. That is why you are kind of in the middle with re- 
gard to the time element ? 

Mr. Suarp. That is right. 

Mr. Bourson. How much money would you say you had spent on 
the design of the first type of ship? 

Mr. Suarp. Pretty close to a million dollars. 

Mr. Corte. Approximately that. 

Mr. Bourson. How much of that was at Navy’s insistence on a 25- 
knot ship? 

Mr. Corte. I do not think we can say that the Navy insisted on our 
spending any money. Our first application dealt with a roll-on, 
roll-off vessel with 18-knot speed. The Defense Department asked us 
to look at a faster ship for defense purposes, a ship capable of doing 
24 or 25 knots. We proceeded to design vessels on that basis. We 
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spent approximately $1 million, but I cannot honestly say that the 
Navy insisted that we do that. 

We did that because we thought it would contribute to the building 
of these ships. We also were under the impression that perhaps we 
might obtain a defense allowance because of the additional speed, 
That never developed. I think the budget requirements did not 
permit any defense allowance and we withdrew our application after 
we learned of the delivered cost of the vessels. They were so high 
that the project was not feasible. 

Mr. Bourson. Now then, is your presently contemplated design 
likely to be less expensive so that you can proceed with it at this 
time? 

Mr. Corte. Yes; we believe so. 

Senator Eneie. What kind of speed will you have with the new 
design ? 

Mr. Corte. Senator, we have not divulged any of the characteristics 
of the vessels or any of the details regarding our project because of 
competitive reasons, but all of that information is on file with Mari- 
time. We prefer not to go into the details. 

Senator Eneie. That is perfectly all right. 

Thank you, Mr. Sharp and Mr. Coyle. 

Mr. Ford, do you have any comment ? 

Mr. Forp. We are preparing a formal report on the bill and will 
send it up within a few days. Otherwise, we have no comment. 

Senator Eneie. Without objection, when the report is received, it 
will be made a part of the record. 

(The reports from the Treasury and Commerce Departments 
follow :) 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, June 29, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
New Senate Office Building, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in response to your request for the De- 
partment’s views on S. 2013, to amend section 511(h) of the Merchant Marine 
Act, 1936, as amended, in order to extend the time for commitment of construc- 
tion reserve funds. 

Section 511 of the Merchant Marine Act, 1936, as amended, permits any citi- 
zen operating a vessel in domestic or foreign commerce or in the fisheries to 
create a construction reserve fund and deposit therein (1) proceeds from the 
Sale of vessels; (2) indemnities upon the loss of a vessel; (8) any earnings 
derived from shipping operations; and (4) earnings upon payments previously 
deposited in the fund. No gain is recognized for tax purposes upon the sale or 
loss of a vessel if the net proceeds or net indemnity is deposited in the con- 
struction reserve fund and if the taxpayer elects to treat such gains as not 
recognized. The amount of the untaxed gain then serves to reduce the basis of 
a new vessel subsequently purchased with such gain. Moreover, amounts de 
posited in the construction reserve fund are exempt from the application of sec- 
tions 531-537 of the Internal Revenue Code pertaining to the improper accumu- 
lation of surplus by corporations. 

Amounts deposited in the construction reserve fund must be committed or ex- 
pended for the acquisition of new vessels within 2 years from the date of the 
deposit except that the date for obligating these funds may be extended for an 
additional 2-year period under regulations prescribed jointly by the Maritime 
Commission and the Secretary of the Treasury. Present section 511(h) per- 
mits until March 31, 1953, further extensions to be granted ending not later than 
September 30, 1953. The bill S. 2013 would permit until January 1, 1961, still 
further extensions to be granted ending not later than December 31, 1961. 
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As of June 1, 1959, the balances in section o11 construction reserve funds ag- 
gregated approximately $14.5 million. Approximately $11.6 million or 80 per- 
cent of the aggregate represents deposits made by the American-Hawaiian 
Steamship Cos. of New York and Delaware, consisting principally of the pro- 
ceeds of the sale of vessels. The time limitations on parts of these funds pre- 
scribed by section 511 expire at various times between July and November 1959, 
whereas arrangements for mortgage insurance and financing of the acquisition 
of the vessels for which the funds are being held will reportedly not be com- 
pleted until sometime in 1960. The purpose of 8S. 2013 is to extend the time limi- 
tation on deposits in the construction reserve fund to accommodate this financ- 
ing schedule. oe s : ; 

The purpose of the time limitation within which these deposits must be obli- 
gated is to insure that the gains and income on which taxes are deferred are in 
fact used for fleet modernization. In prescribing the schedule contained in section 
511 Congress can be assumed to have been guided by evidence that it would 
afford ship operators adequate time to complete arrangements for the acquisi- 
tion of new vessels. Presumably, also, operators who availed themselves of 
these provisions were familiar with the statutory requirements. Under these 
circumstances the Department would normally object in principle to further 
extensions. It is, however, cognizant of the unusual circumstances surrounding 
the efforts of the American-Hawaiian Steamship Co. to acquire vessels appro- 
priate for the intercoastal trade as explained by you in the Congressional Rec- 
ord (p. 7692) for May 20, 1959, and as supplemented by information supplied 
to the Department by the Maritime Administration. It appears that the com- 
pany is proceeding as expeditiously as practicable with completing arrange- 
ments for the acquisition of new vessels. In view of these circumstances the 
Department would interpose no objection to the enactment of S. 2013. 

The Bureau of the Budget has advised the Treasury Department that there is 
no objection to the submission of this report. 

Sincerely yours, 
Davip A. LINDSAY, 
Assistant to the Secretary. 


THE SECRETARY OF COMMERCE, 
Washington, D.C., July 2, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
US. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: This letter is in reply to your request of May 21, 1959, 
for the views of this Department with respect to S. 2013, a bill to amend section 
511(h) of the Merchant Marine Act, 1936, as amended, in order to extend the 
time for commitment of construction reserve funds. 

Section 511 of the Merchant Marine Act, 1936, authorizes any citizen of the 
United States to deposit in a construction reserve fund, for the purpose of con- 
structing, reconstructing, or reconditioning vessels, (1) the proceeds of sale 
of vessels, (2) indemnities for the loss of vessels, (3) earnings from the opera- 
tion of American-flag vessels, and (4) earnings made on amounts deposited in 
the fund. 

No tax consequences ensue from the deposit in the fund of earnings from the 
operation of American-flag vessels or of earnings made on amounts deposited in 
the fund except that they will not be considered unreasonable accumulations of 
earnings. 

Section 511(c), however, provides that if the taxpayer deposits in the fund 
the net proceeds of sale or net indemnity for loss of a vessel, no gain shall be 
recognized to the taxpayer for Federal income tax purposes with respect to such 
sale or loss if the taxpayer so elects on his income tax return. Thus the gain 
on the transaction would not be required to be included in the taxpayer’s taxable 
income. 

Section 511(d) provides that any vessel constructed, reconstructed, or reeondi- 
tioned with such deposits of proceeds of sale or indemnity shall lose its basis for 
depreciation to the extent such deposits consist of unrecognized gain. The in- 
come tax of 25 percent on the unrecognized gain is thus deferred and the tax- 
payer ultimately pays in lieu of this tax (assuming he has sufficient earnings) 
a tax of 52 percent on an amount of ordinary income equal to the unrecognized 
gain. 

Section 511(g) provides that the tax deferment of the proceeds of sale or 
indemnity will be lost, and the capital gains tax thereon will become payable, 
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unless the deposit is expended (or obligated for expenditure), for the con. 
struction, reconstruction, or reconditioning of vessels within 3 years of the 
date of such deposit. Section 511(h) provides that the Secretary of Commerce 
may extend this period for 2 additional years. 

The act of December 23, 1944 (58 Stat. 90), added a proviso to section 511(h) 
to provide that, in addition to the foregoing extension, additional extensions 
could be granted which would end not later than 6 months after termination of 
the war. Public Law 586, 82d Congress (66 Stat. 760), amended this provigg 
to provide that further extensions could be granted that would end not later 
than September 30, 1953, and this is the presently existing provision of the 
proviso. All extensions which were granted under this proviso, of course, expired 
in 1953. 

The bill would amend the foregoing proviso to provide that further extensions 
of time in which to expend or obligate deposits may be granted but such exten. 
sions shall end not later than December 31, 1961. 

As of June 1, 1959, there was $14,514,823.93 on deposit in construction reserve 
funds belonging to eight corporations. Two of these construction reserve funds, 
in the amount of $1.80 and $7,495.92, contain no tax deferred funds. The other 
six construction reserve funds contain deposits which were made on various dates 
between July 9, 1954, and March 30, 1959, and the time within which to expend 
or obligate these deposits (after extensions authorized under existing law have 
been granted) will expire on various dates between July 9, 1959, and March 30, 
1964. 

The American-Hawaiian Steamship Co. is the only company that appeared at 
the subcommittee hearing. The bill would authorize an extension of time in 
which to expend or obligate seven deposits (aggregating $11,645,401.96) which 
that company has made in its construction reserve funds, such authorized exten- 
sion to be for approximately the following periods, respectively: 2 months; 3 
months; 6 months; 8 months; 9 months; 10 months; and 30 months. 

In addition the bill would authorize an extension of time to expend or obligate 
three deposits (aggregating $1,154,500) made by two other corporations, such 
authorized extension to be for approximately the following periods: 3 months; 
17 months; and 20 months. 

American-Hawaiian Steamship Co. has on file the Maritime Administra- 
tion an application for title XI mortgage insurance to aid in the cdnstruction of 
four “lift on—lift off’ ships which will cost in the aggregate in excess of $100 
million. That company testified at the hearing that the tax on their approxi 
mately $11 million of deposits in construction reserve funds will be approximately 
$2,500,000 if the time to expend and obligate these funds elapses before such funds 
‘an be invested in vessels. This is 25 percent of a capital gain of $10 million 

If this $10 million is invested in ships without payment of the capital gains 
tax, the ships will lose their basis for depreciation to the extent of $10 million, 
and American-Hawaiian Steamship Co. (if it makes sufficient earnings with the 
vessels, and if tax rates remain the same) would therefore pay $5,200,000 in 
additional ordinary income taxes over the life of the vessels in lieu of the 
capital gains tax of $2,500,000. 

The Department believes that the extension of time within which to expend 
or obligate the construction reserve funds involved, for the limited additional 
period provided in the bill, should encourage the construction of some new 
modern tonnage by unsubsidized companies, and therefore recommends enact 
ment of the bill S. 2013. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this letter to your committee. 

Sincerely yours, 
FREDERICK H. MUELLER, 
Acting Secretary of Commerce. 


Senator Encir. Without objection, a letter from the American) 
Merchant Marine Institute, Washington, D.C., of June 1, 1959, signed) 


by Mr. Shapiro, supporting this legislation, will be made a part of the/ 
record. 
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(The letter follows :) 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D.C., June 1, 1959. 
Hon. WARREN G. MAGNOSON, 
U.S. Senate, 
Washington, D.C. 

DeAR SENATOR Macnuson: The American Merchant Marine Institute, a trade 
association representing a preponderance of American-flag shipping, wishes to 
express its support of S. 2013, a bill which will extend briefly the period during 
which the American-Hawaiian Steamship Co.’s construction-reserve funds must 
be committed. The company needs additional time in which to finalize plans for 
the construction of four trailerships for the intercoastal trade. 

The American-Hawaiian Steamship Co., one of the oldest and largest of the 
Nation’s intercoastal shipping lines, has a long, successful history in the inter- 
coastal trade of this country. It lost 22 of its 32 oceangoing vessels as a result 
of World War II. Indemnities received therefor are entirely inadequate for a 
yessel-replacement program at present-day construction cost. 

The company has filed application for insurance on a construction loan and 
mortgage to cover four trailerships. Previously, an application had been filed 
for mortgage-insurance aid in the construction of a fleet of roll-on, roll-off type 
vessels, but this proved to be economically not feasible. 

Approximately $11 miilion is now in the company’s construction-reserve fund 
established under authority of section 511 of the Merchant Marine Act of 1936. 
Under present law, the time within which $1,600,000 of these funds must be com- 
mitted for the new ships expires on July 9 of this year. The balance of the 
funds must be committed at various times between February and November 1961. 

This is a moment in maritime history during which operators are faced with 
very fundamental policymaking decisions in connection with the nature of the 
vessels they may ultimately want to put into service. I beileve the diversity of 
judgments being made in connection with the replacement programs of subsidized 
operators attests to this fact since each is deciding on the basis of his own spe- 
cialized trade. In addition, of course, there is the very fundamental question 
of how distant is the horizon for economic use of nuclear propulsion. The com- 
pany immediately invoived has found itself face to face with another vital 
question, the issue of roll-on, roll-off versus other types of containerization. 

If the determination on the pending application for trailership vessel-mortgage 
insurance is favorable, and the needed financing is obtained, contracts for ship 
construction would be awarded about April 1960, which should result in the four 
ships being in operation by autumn 1968. 

It should also be noted here that although the issue of tax collection by the 
Government is significant, in the long run the Government will be the beneficiary. 
Because of the procedure by which these 511 funds have been accumulated, they 
are subject, upon withdrawal, to the 25-percent capital-gains tax. However, if 
these moneys are invested in new ships, the depreciation basis for the new vessel 
is immediately reduced by this amount. Hence, said sums become subject to 
the normal 52-percent corporation tax rather than the 25-percent capital-gains tax. 

The company does not have available to it any subsidy aid. The only Govern- 
ment aids available to operators in intercoastal trade are those provided under 
title XI of the Merchant Marine Act of 1936 (mortgage insurance) and section 
511 of the act (construction-reserve funds). 

The institute urges favorable consideration and enactment of this proposed 
legislation which would encourage new construction for the rehabilitation of 
our domestic merchant marine. 

It is requested that this letter be made a part of the record of this bill. 

Respectfully, 


ALVIN SHAPIRO. 


S. 990 ann S. 1270 


Senator Enerz. The next legislation is a bill, S. 990, by Senator 
McNamara, to authorize the use of Great Lake vessels on the oceans 
and a bill, S. 1270, by Senator Dirksen (by request), which is identical. 
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(The bills follow :) 


[S. 990, 86th Cong., 1st sess.] 





A BILL To authorize the use of Great Lakes vessels on the oceans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, notwithstanding the provisions of 
the Merchant Ship Sales Act of 1946, as amended (60 Stat. 41; 50 U.S.C. 1735, 
as amended by Public Law 856, Eighty-first Congress), and contracts executed 
thereunder, vessels purchased from the United States for exclusive use on the 
Great Lakes, including the Saint Lawrence River and Gulf, and their connecting 
waterways, may be operated in any trades and in any manner permitted to other 
vessels documented under the laws of the United States. 


[S. 1270, 86th Cong., 1st sess.] 


i en ee ee) es ee a ae 


A BILL To authorize the use of Great Lakes vessels on the oceans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, notwithstanding the provisions of 
the Merchant Ship Sales Act of 1946, as amended (60 Stat. 41; 50 U.S.C. 1785, 
as amended by Public Law 856, Eighty-first Congress), and contracts executed 
thereunder, vessels purchased from the United States for exclusive use on the 
Great Lakes, including the Saint Lawrence River and Gulf, and their connecting 1 
waterways, may be operated in any trades and in any manner permitted to other 
vessels documented under the laws of the United States. 

Senator Enete. This legislation, S. 990, and a companion bill, §. 
1270, would permit six vessels, sold by the Government at special 
large discounts in 1951 for exclusive Great Lakes use, to be operated | 
outside the Great Lakes. Actually, only one of these vessels, the SS | 
Aquarama, would be likely to benefit by enactment. Converted to | 
earry 2,500 passengers and automobiles, it was in service for several 
seasons, but always lost money, because of the short tourist season, 
The owners are now asking permission to operate it on the ocean, 
during the off season in the lakes, for economic reasons. The other} - 
five vessels, all bulk carriers, are not suitable for ocean service. 

Without objection, the departmental reports will be made a part of | 
the record at this point. First, is a report of the Secretary of Com- 
merce, dated May 15. 

(The statement follows :) 


ee ee te ii 


OFFICE OF THE SECRETARY OF COMMERCE, 
Washington, D.C., May 15, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: This is in reply to your requests of February 11 and 
March 6, 1959, for the views of this Department with respect to S. 990 and §, 
1270, similar bills to authorize the use of Great Lakes vessels on the oceans. | 

The bills S. 990 and S. 1270 would, notwithstanding the provisions of the | 
Merchant Ship Sales Act of 1946, as amended, and Public Law 856, 81st Congress, 
enacted September 28, 1950 (64 Stat. 1078), and contracts executed thereunder, 
authorize vessels purchased from the United States for exclusive use on the 
Great Lakes to be operated in any trades and in any manner permitted to other 
vessels documented under the laws of the United States. 

The Department of Commerce does not object to favorable consideration 
of these bills subject to the observations hereinafter made. 

Before enactment of Public Law 856, 81st Congress, the Merchant Ship Sales 
Act of 1946 authorized the reconversion or restoration by the Maritime Com- 
mission of vessels sold under that act for “normal operation in commercial 
services.” The act further authorized the making of such replacements, altera- 
tions, or modifications, and the installation of such special features with respect 
to any such vessel as might be necessary or advisable to make such vessel 
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suitable for commercial operation on trade routes or services or comparable as 
to commercial utility to other such vessels of the same general type. 

Public Law 856, 81st Congress, amended the Ship Sales Act of 1946 to authorize 
the Secretary of Commerce to convert for operation on the Great Lakes, includ- 
ing the St. Lawrence River and gulf, and their connecting waterways, any vessel 
authorized to be sold or chartered under the Ship Sales Act. It authorized until 
December 31, 1950, the making of contracts for sale of vessels for exclusive use 
on the Great Lakes, with allowances to purchasers on not more than 10 vessels 
sold for such exclusive use. Such allowances could cover the value and cost 
of removal of equipment not required for Great Lakes operation of the vessel, 
and the cost of converting and equipping the vessels for Great Lakes use, but in 
no case were the allowances on a vessel to exceed 90 percent of the unadjusted 
statutory sales price thereof under the 1946 act. Public Law 856 also amended 
title XI of the Merchant Marine Act, 1936, specifically to authorize ship-mortgage 
insurance to cover mortgage obligations for conversion of vessels sold under 
the 1946 act for Great Lakes use. 

Six C-—4 type vessels were sold under the 1946 act with allowances pursuant 
to the amendments made by Public Law 856, 81st Congress. The contracts of 
sale included a provision limiting the use of the vessels to exclusive use on the 
Great Lakes, including the St. Lawrence River and gulf, and their connecting 
waterways. 

The six vessels sold, the purchasers, the floor prices, the allowances, and the 
net sales prices are as follows: 





| 
Old name New name Type Floor 
price 


Allow- 
ances ! 


Net sales 
price 








| 


Nicholson-Universal Steam- 








Co.: | 
aed Mansfield__......-- Charles M. White_____- C4-S-A4__| $1, 547,338 | $1, 374, 748 | $172, 590 
Scott BE. Land............-- Thomas F. Patton__.-- | C4-S-A4__| 1,547,388 | 1,413, 405 133, 933 
Louis McHenry Howe_....| Tom M. Girdler____-- C4-S-A4__| 1, 547, 338 1, 362, 167 | 185, 171 
Wisconsin & Michigan Steam- | 
ship Co.: 
Marine Star__......-..----| Aquarama_-_-.----- ...| C4-S-B5__| 1, 547,338 1, 485, 000 62, 338 
Marine Angel_......------- McKee Sons_.....-.-.| C4-S-B2_.} 1, 547, 338 1, 460, 000 87, 338 
Marine Robin.............- Joseph H. Thompson..| C4-S-B2_.| 1,547,338 | 1, 460,000 87, 338 





1 Not to exceed 90 percent of the unadjusted statutory sales price of $1,650,000. 


The three ships sold to the Nicholson-Universal Steamship Co. were converted 
to bulk carriers at the request of the Maritime Administration, Department of 
Commerce, in the interest of meeting defense needs for bulk carriers on the 
Great Lakes during the Korean emergency, declared December 16, 1950. These 
three ships, renamed the Charles M. White, Thomas F. Patton, and Tom M. 
Girdler, are now owned by the Republic Steel Corp. or a division or affiliate 
thereof. 

Of the three vessels sold to the Wisconsin and Michigan Co., two were also 
converted to bulk carriers, and one, renamed McKee Sons, is now owned by the 
Amersand Steamship Corp., and one, renamed Joseph H. Thompson, is now owned 
by the Hansand Steamship Corp. The sixth ship, renamed the Aquarama, was 
converted into a passenger ship, with accommodations for carrying cars of the 
passengers, and is now owned by the Sand Products Corp. Sums in excess of 
the conversion allowance were expended in the actual conversion of each of 
these six ships. 

There are no direct debts or liabilities to the Maritime Administration, De- 
partment of Commerce, in respect of any of the six ships, but the Maritime Ad- 
ministration has insured a mortgage on the Aquarama under title XI of the 
Merchant Marine Act, 1936, to finance the cost of reconstruction. The insured 
mortgage dated June 5, 1956, was in the amount of $2,500,000, payable in annual 
installments, with final payment in full due November 1, 1960. The total costs 
of acquiring, converting, and equipping the vessel for operation were not less 
than $4,400,000. The insurance agreement was made in 1956 under title XI, 
which then provided for insurance of 90 percent of the principal of the mortgage. 
Resources of the owner other than the operating revenue from the Aquarama, 
itself, including other revenues of the owner and its subsidiaries, are committed 
to payment of the mortgage. There has been no default in payments under the 
mortgage. The unpaid balance as of March 31, 1959, was $1,440,000, of which 
the liability of the Government is limited to 90 percent. 
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The Maritime Administration, Department of Commerce, has been informally 
advised on behalf of the present owners of the Aquarama that the vessel which is 
operated only during the tourist travel season (some 80 days each year) has 
been operating at a loss, and that, in view of the imminent opening of the St, 
Lawrence Seaway, the owners desire to take the vessel out of the Great Lakes 
during the rest of the year which would otherwise be a layup period, and find 
employment in an operation suited for the special character of the vessel, which 
is equipped only for short-run operation (not to exceed 16 hours) for the car- 
riage of passengers and their cars. It does not appear that the vessel, if re- 
leased to ocean service, would furnish any substantial competition to American- 
flag ships. 

The release from the Great Lakes use restriction on any of these six ships 
would not, of course, qualify the vessel for use in subsidised operation or any 
other operation under the U.S. flag, except in accordance with the laws applicable 
generally to vessels in like use and employment. 

It appears that the five bulk-type vessels could not be used in ocean going 
service except with extensive and expensive reconstruction or reconversion for 
ocean operation necessary to qualify them under the laws and regulations ap- 
plicable to United States-flag vessels and to enable them to procure insurance, 

If testimony at a hearing on these bills confirms the circumstances relating to 
these vessels and the possibilities involved with respect to ocean use of these 
vessels, the Department believes that the matter of release from the trading 
restrictions of Public Law 856 is peculiarly one for equitable consideration by the 
Congress. 

The vessels that were to be sold under the Ship Sales Act of 1946 were war-built 
vessels designed and built as oceangoing vessels. Those vessels which had 
been modified for a particular war use were eligible, under the Ship Sales Act, 
for restoration or reconversion as oceangoing vessels of the same type as their 
original design. The vessels to be sold under the Ship Sales Act had not been 
designed to use on the Great Lakes and, hence, were not eligible for conversion 
for such use. It was to clarify this situation that Congress passed Public Law 
856, 81st Congress. 

The Merchant Ship Sales Act of 1946 not only did not place any trading 
restrictions on vessels which were reconverted for ocean use, but the act 
specifically prohibited the Maritime Commission from placing any requirements 
in the contracts of sale which would restrict the lawful operations of the vessels. 
It is difficult to see any practical necessity in the enactment of Public Law 856 
for restricting the operation of vessels which were converted for Great Lakes 
use. There was at that time no immediate prospect that the St. Lawrence Sea- 
way would be built. The trading restriction could have had no practical effect, 
inasmuch as once a vessel was moved into the Great Lakes there was no way 
of using it except on the Great Lakes until the construction of the St. Lawrence 
Seaway would be authorized and completed. Even after the completion of 
the seaway, as a matter of reasonable practical possibility, except for the 
Aquarama, there does not seem to be any likelihood of any of these ships being 
transferred to use on the oceans. 

If hearings on the measure confirm our understanding of the circumstances, 
it does not seem inequitable to remove the trading restrictions imposed on these 
six vessels by Public Law 856, 81st Congress, and the contracts executed there- 
under; and the Department, therefore, has no objection to favorable considera- 
tion of the bills. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 


F. H. MvUELter, 
Under Secretary of Commerce. 
Senator Eneiz. Also to be inserted in the record is a letter from 
the Office of the Secretary of the Treasury dated May 14, 1958, and 
a letter from the Office of the Secretary, Department of the Navy, 
dated May 13, 1959, and a letter from the Comptroller General of 
the United States, dated March 18, 1959. 
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(The letters follow :) 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, May 14, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, 
Washington, D.C. 

DeaR Mr. CHAIRMAN: Reference is made to the request of your committee 
for the views of the Treasury Department on S. 990 and 8S. 1270, identical bills 
to authorize the use of Great Lakes vessels on the oceans. 

The proposed legislation would provide that vessels purchased from the 
United States for exclusive use on the Great Lakes, St. Lawrence River and 
Gulf, and their connecting waterways, may be operated in any trades and in 
any manner permitted other documented vessels of the United States notwith 
standing the provisions of the Merchant Ship Sales Act of 1946, as amended. 

The Treasury Department is not opposed to the removal of the operating re 
strictions placed upon certain vessels as an incident to their sale under the 
Merchant Ship Sales Act of 1946. However, in the extended operation of such 
vessels either in the coastwise trade or the ocean trade, the standards of inspec- 
tion applicable to those waters may require structural alterations and equipment 
modifications. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
A. GILMORE FLUES, 
Acting Secretary of the Treasury. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 18, 1959. 

Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce 
U.S. Senate, 
Washington, D.C. 

My Dear Mr. CHAIRMAN: Your request for comment on S. 990 and S. 1270, 


m4 
identical bills to authorize the use of Great Lakes vessels on the oceans, has 
been assigned to this Department by the Secretary of Defense for the prepara- 
tion of a report thereon expressing the views of the Department of Defense. 

Under the Merchant Ship Sales Act of 1946, as amended, vessels purchased 
from the United States for use on the Great Lakes were limited in their opera- 
tion and use exclusively to the Great Lakes, St. Lawrence River and Gulf, and 
their connecting waterways. Heretofore, this restriction was meaningless as 
these vessels had no exit to the high seas. With the opening of the St. Lawrence 
Seaway, the picture is changed and these vessels will have easy access to the 
Atlantic Ocean. These bills are intended to give such vessels the right to 
operate on the oceans and could result in additional applications for operating 
differential subsidies from the Maritime Administration. 

As this subject is primarily the interest of the Department of Commerce, the 
Department of the Navy on behalf of the Department of Defense defers to the 
views of the Department of Commerce on S. 990 and S. 1270. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on S. 990 and S. 1270 
to the Congress. 

Sincerely yours, 


’ 


JOHN S. McCaltn, Jr., 
Rear Admiral, U.S. Navy, 

Chief of Legislative Liaison 
(For the Secretary of the Navy). 


40001— 59-4 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 18, 1959 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear Mr. CHAIRMAN: Your letters dated February 12 and March 6, 1959, 
acknowledged February 17 and March 10, requested our comments on identical 
bills S. 990 and S. 1270, 86th Congress. 

The provisions of these bills are directed to six vessels which were sold under 
the provisions of the Ship Sales Act of 7946, as amended by Public Law 856, 
Sist Congress. Pursuant to such statute, the contracts of sale restricted opera- 
tion of these vessels to the Great Lakes, the St. Lawrence River and Gulf, and 
their connecting waterways. Enactment of S. 990 would operate to remove 
such restriction and, upon opening of the St. Lawrence Seaway, would permit 
these vessels to be operated in any trade and in any manner permitted to other 
vessels documented under the laws of the United States. 

Whether the present restriction on use of the six vessels here involved should 
be removed in order to place such vessels on an equal competitive basis with 
other vessels operating on the Great Lakes would appear to involve matters of 
policy and we therefore make no recommendation with respect to enactment 
of 8. 990 or S. 1270. 

In the event your committee is inclined to favorable consideration of the bills, 
your attention is invited to the fact that the phrase “may be operated,” which 
appears in line 9, may be construed to authorize operation in any trade or manner 
without regard to requirements imposed upon any other operators in the same 
trade. We assume that the bills are intended only to remove the restriction 
with respect to exclusive use on the Great Lakes and are not intended to grant 
any privilege or preference to the involved vessels. In the interest of clarity, 
it is therefore suggested that the words “permitted to operate” be substituted for 
the word “operated” in line 9. 

Sincerely yours, 
JOSEPH CAMPBELL. 


Senator Ener. Also without objection, there will be inserted in the 
record a letter from the Department of State, dated May 21, 1959. 

(The letter follows :) 

DEPARTMENT OF STATE, 
Washington, May 21, 1959. 

DeaR SENATOR MAGNUSON: I refer again to your letter of March 9, 1959, which 
invited the comments of the Department of State on 8. 1270, a bill to authorize the 
use of Great Lakes vessels on the oceans. Interim acknowledgement of your 
letter was made on March 11, 1959. 

The proposed legislation would amend the Merchant Ship Sales Aci of 
1946, to permit the unrestricted use of certain vessels now limited to operation 
on the Great Lakes and the St. Lawrence River and Gulf, and their connecting 
waterways. The Department of State perceives no substantial foreign-policy 
implications in this bill, and accordingly makes no substantive recommendations. 

The Department assumes that the Department of Commerce will comment on 
the desirability of this special legislation. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
WILLIAM B. MACOMBER, JY., 
Assistant Secretary 
(For the Acting Secretary of State). 


Subsequently the report of the Secretary of Commerce, dated June 5, 
1959, was received, and is printed herewith :) 


OFFICE OF THE SECRETARY OF COM MERCE, 
Washington, June 5, 1959. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 
Deak Mr. CHAIRMAN: This letter is in reply to your request of May 18, 1959, 
for the views of this Department with respect to S. 1958, a bill to amend title 
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46, United States Code, section 601, to clarify types of arrestment prohibited 
with respect to wages of U.S. seamen. 

The bill would amend title 46, United States Code, section 601, which forbids 
the attachment or arrestment of the wages of a seaman for any other reason than 
a court order regarding the payment of support and maintenance for a wife and 
minor children, by adding a proviso at the end of the section to state: “That no 
part of the wages due or accruing to any seaman on a vessel engaged in the 
foreign, coastwise, intercoastal, or noncontiguous trade shall be withheld pur- 
suant to the provisions of the tax laws of any State, Territory, possession, or 
Commonwealth, or a subdivision of any of them.” 

The Department does not object to favorable consideration of the bill, subject 
to considerations referred to hereinafter. 

The bill, if enacted, would prohibit the withholding from a seaman’s wages 
for State, Territory, or Commonwealth taxes. 

The very nature of the steamship industry is transitory. A vessel under the 
U.S. flag generally will have seamen from many different States as crew mem- 
bers who may “sign on” a vessel at different ports or at different times. The 
burden of determining the State residence of each crew member for the with- 
holding of State or local taxes from the seamen’s wages would place a complex 
bookkeeping problem upon the steamship companies. 

This problem would become even more intricate if several States and mu- 
nicipalities should establish a nonresident tax on wages earned at their respec- 
tive localities, and require the withholding of taxes from the wages of seamen 
on money earned as Salary or otherwise for the period a vessel would be in 
waters under the States’ jurisdiction. Vessels frequently put into ports of sev- 
eral States on a voyage, and vessels in the coastwise trade stop at many dif- 
ferent U.S. ports. In this instance a multiplicity of tax deductions would be 
made from the wages of the individual seaman, who might also be taxed on 
income by his State of residence. 

The validity of a State law requiring withholding for tax purposes from a 
seaman’s wages is at present uncertain. 

In Alaska Steamship Co. v. Mullaney (D.C. Alaska 1949, 84 F. Supp. 561; 
affirmed C.C.A. 9, 1950, 180 F. 2d 805), the court did not consider the Alaska 
withholding provisions to be improper, despite the Federal statutes (46 U.S.C. 
597, 599, 600, 601, and 605 which relate to payment of seamen’s wages in full 
without deduction, free from attachment or assignment, and otherwise “protect” 
seamen’s wages. The circuit court did not consider that the withholding re- 
quirement affected the “exclusive Federal jurisdiction” and, further, indicated 
that “no principle of admiralty requires uniformity of State taxation.” The 
Alaska decision cited, but did not follow, American-Hawaiian Steamship Co. v. 
Fisher (D.C. Oreg. 1948, 82 F. Supp. 198) which held a similar withholding 
provision of the Oregon income-tax law invalid as applied to seamen since it 
provided for “attachment or arrestment” of seamen’s wages prohibited by title 
46, United States Code, section 601. 

This Department does not comment on the question of the interrelation of 
State and Federal statutes involved, which would appear to be matters primarily 
for the Departments of Treasury and Justice. 

This Department, subject to the views of the Departments of the Treasury 
and Justice, has no objection to the favorable consideration of the bill. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
FREDERICK M. MUELLER, 
Under Secretary of Commerce. 


Senator Eneie. Is Congressman Blatnik here? 

Mr. Cortes. Mr. Chairman, Mr. Blatnik has a hearing of his sub- 
committee and will be here at 11 o’clock. He asked, if the Chair 
pleases, that the Maritime Administration witness proceed first. 

Senator Eneir. Mr. Ford, do you have a statement to make on 
this subject matter? 

Mr. Forp. I have a prepared statement. 

Senator Enetr. Do you desire to read the statement or just ex- 
temporize ¢ 
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Mr. Forp. As you prefer, sir. I would just as soon submit it for 


the record. —e 
Senator Enetr. Without objection, the statement will be made a 


part of the record. 


STATEMENT OF WALTER C. FORD, DEPUTY MARITIME ADMINIS. 
TRATOR, ON BEHALF OF THE DEPARTMENT OF COMMERCE, 
ON S. 990 AND S. 1270 


(The statement follows:) 


STATEMENT BY WALTER C. Forp, DEPUTY MARITIME ADMINISTRATOR, ON 
BEHALF OF THE DEPARTMENT OF COMMERCE, MARITIME ADMINISTRATION 


Gentlemen, the bills, S. 990 and S. 1270, would, notwithstanding the pro- 
visions of the Merchant Ship Sales Act of 1946, as amended, and Public Law 856, 
81st Congress, enacted September 28, 1950 (64 Stat. 1078), and contracts executed 
thereunder, authorize vessels purchased from the United States for exclusive 
use on the Great Lakes to be operated in any trades and in any manner 
permitted to other vessels documented under the laws of the United States. 

The Department of Commerce does not object to favorable consideration of the 
bill subject to the observations hereinafter made. 

Before enactment of Public Law 856, 81st Congress, the Merchant Ship Sales 
Act of 1946 authorized the reconversion or restoration by the Maritime Commis- 
sion of vessels sold under that act for “normal operation in commercial services.” 
The act further authorized the making of such replacements, alterations, or 
modifications, and the installation of such special features with respect to any 
such vessel as might be necessary or advisable to make such vessel suitable for 
commercial operation on trade routes or services or comparable as to commer- 
cial utility to other such vessels of the same general type. 

Public Law 856, 81st Congress, amended the Ship Sales Act of 1946 to authorize 
the Secretary of Commerce to convert for operation on the Great Lakes, including 
the St. Lawrence River and Gulf, and their connecting waterways, any vessel 
authorized to be sold or chartered under the Ship Sales Act. It authorized until 
December 31, 1950, the making of contracts for sale of vessels for exclusive use on 
the Great Lakes, with allowances to purchasers on not more than 10 vessels sold 
for such exclusive use. Such allowances could cover the value and cost of re- 
moval of equipment not required for Great Lakes operation of the vessel, and 
the cost of converting and equipping the vessels for Great Lakes use, but in no 
case were the allowances on a vessel to exceed 90 percent of the unadjusted 
statutory sales price thereof under the 1946 Act. Public Law 856 also amended 
title XI of the Merchant Marine Act, 1936, specifically to authorize ship-mortgage 
insurance to cover mortgage obligations for conversion of vessels sold under 
the 1946 act for Great Lakes use. 

Six C-4 type vessels were sold under the 1946 act with allowances pursuant 
to the amendments made by Public Law 856, 8lst Congress. The contracts of 
sale included a provision limiting the use of the vessels to exclusive use on the 
Great Lakes, including the St. Lawrence River and Gulf, and their connecting 
waterways. 

The six vessels sold, the purchasers, the floor prices, the allowances, and the 
net sales prices are as follows: 


Old name | New name Type Floor Allow- | Net sales 
price ances ! price 





Nicholson-Universal Steam- 


ship Co.: | 
Mount Mansfield..........; Charles M. White_.....| C4-S-A4__| $1, 547, 338 | $1, 374, 748 $172, 590 
Scott FE. Land __- | Thomas F. Patton.....| C4-S-A4__| 1,547,338 | 1, 413,405 133, 933 
Louis McHenry Howe Tom M. Girdler | C4-S-A4_.| 1, 547, 338 | 1,362, 167 | 185, 171 
Wisconsin & Michigan Steam- | 
ship Co.: 
Marine Star__......---.-.-| Aquarama.............| C4-S-B5 -| 1, 547,338 | 1,485,000 | 62, 338 
Marine Angel LENE McKee Sons C4-S-B2__| 1,547,338 | 1,460,000 87, 338 
| 1, 547,338 | 1, 460,000 | 87, 338 


Marine Robin_.........-- | Joseph H. Thompson. | C4-S-B2 


1 Not to exceed 90 percent of the unadjusted statutory sales price of $1,650,000. 
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The three ships sold to the Nicholson-Universal Steamship Co. were con- 
verted to bulk carriers at the request of the Maritime Administration, Depart- 
ment of Commerce, in the interest of meeting defense needs for bulk carriers 
on the Great Lakes during the Korean emergency, declared December 16, 1950. 
These three ships, renamed the Charles M. White, Thomas F. Patton, and Tom 
M. Girdler, are now owned by the Republic Steel Corp. or a division or affiliate 
thereof. 

Of the three vessels sold to the Wisconsin & Michigan Co., two were also con- 
verted to bulk carriers, and one, renamed McKee Sons, is now owned by the 
Amersand Steamship Corp., and one, renamed Joseph H. Thompson, is now 
owned by the Hansand Steamship Corp. The sixth ship, renamed the Aquarama, 
was converted into a passenger ship, with accommodations for carrying Cars 
of the passengers, and is now owned by the Sand Products Corp. Sums in 
excess of the conversion allowance were expended in the actual conversion of 
each of these six ships. 

There are no direct debts or liabilities to the Maritime Administration, De- 
partment of Commerce, in respect of any of the six ships, but the Maritime 
Administration has insured a mortgage on the Aquarama under title XI of 
the Merchant Marine Act, 1936, to finance the cost of reconstruction. The 
insured mortgage dated June 5, 1956, was in the amount of $2,500,000, payable 
in annual installments, with final payment in full due November 1, 1960. The 
total costs of acquiring, converting, and equipping the vessel for operation were 
not less than $4,400,000. The insurance agreement was made in 1956 under 
title XI, which then provided for insurance of 90 percent of the principal of 
the mortgage. Resources of the owner other than the operating revenue from 
the Aquarama, itself, including other revenues of the owner and its subsidiaries, 
are committed to payment of the mortgage. There has been no default in pay- 
ments under the mortgage. The unpaid balance as of March 31, 1959, was 
$1,440,000, of which the liability of the Government is limited to 90 percent. 

The Maritime Administration, Department of Commerce, has been informally 
advised on behalf of the present owners of the Aquarama that the vessel which 
is operated only during the tourist travel season (some 80 days each year) has 
been operating at a loss, and that, in view of the imminent opening of the St. 
Lawrence Seaway, the owners desire to take the vessel out of the Great Lakes 
during the rest of the year which would otherwise be a layup period, and find 
employment in an operation suited for the special character of the vessel, which 
is equipped only for short-run operation (not to exceed 16 hours) for the ear- 
riage of passengers and their cars. It does not appear that the vessel, if 
released to ocean service, would furnish any substantial competition to Ameri- 
can-flag ships. 

The release from the Great Lakes use restriction on any of these six ships 
would not, of course, qualify the vessel for use in subsidized operation or any 
other operation under the U.S. flag, except in accordance with the laws applicable 
generally to vessels in like use and employment. 

It appears that the five bulk-type vessels could not be used in oceangoing 
service except with extensive and expensive reconstruction or reconversion for 
ocean operation necessary to qualify them under the laws and regulations 
applicable to U.S.-flag vessels and to enable them to procure insurance. 

If testimony at a hearing on these bills confirms the circumstances relating 
to these vessels and the possibilities involved with respect to ocean use of these 
vessels, the Department believes that the matter of release from the trading 
restrictions of Public Law 856 is peculiarly one for equitable consideration by the 
Congress. 

The vessels that were to be sold under the Ship Sales Act of 1946 were war- 
built vessels designed and built as oceangoing vessels. Those vessels which had 
been modified for a particular war use were eligible, under the Ship Sales Act, 
for restoration or reconversion as oceangoing vessels of the same type as their 
original design. The vessels to be sold under the Ship Sales Act had not been 
designed to use on the Great Lakes and, hence, were not eligible for conversion 
for such use. It was to clarify this situation that Congress passed Public Law 
856, 81st Congress. 

The Merchant Ship Sales Act of 1946 not only did not place any trading 
restrictions on vessels which were reconverted for ocean use, but the act 
specifically prohibited the Maritime Commission from placing any requirements 
in the contracts of sales which would restrict the lawful operations of the 
vessels. It is difficult to see any practical necessity in the enactment of Public 
Law 856 for restricting the operation of vessels which were converted for Great 
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Lakes use. There was at that time no immediate prospect that the St. Lawrence 
Seaway would be built. The trading restriction could have had no practical 
effect, inasmuch as once a vessel was moved into the Great Lakes there was no 
way of using it except on the Great Lakes until the construction of the St. 
Lawrence Seaway would be authorized and completed. Even after the comple- 
tion of the Seaway, as a matter of reasonable practical possibility, except for 
the Aquarama, there does not seem to be any likelihood of any of these ships 
being transferred to use on the oceans. 

If these hearings confirm our understanding of the facts and circumstances 
in respect of the vessels involved in the bill, we have no objection to favorable 
consideration of the bill. 

The Bureau of the Budget has advised that there would be no objection to the 


submission of this statement to your committee. 

Senator Enetr. The Chair calls attention to the second paragraph 
of the prepared statement, in which it appears that the Department 
of Commerce does not object to favorable consideration of the bill, 
subject to the observations herein made. Would you care to sum- 
marize those for us, Mr. Ford ? 

Mr. —— Well briefly, this vessel was sold before the opening of 
the seaway with the stipulation that it was to be used exclusively in 
the Great Lakes trade. Since the opening of the seaway and since 
the vessel can only operate during a short period of the year, and 
they’re having difficulty in meeting their expenses and also in meeting 
the mortgage requirements, since this vessel does have a mortgage, 
they are seeking other means of obtaining additional revenue. There 
are a number of vessels, I believe five additional vessels, which were 
sold with the same stipulation but are in the bulk trade. 

We have no objection to any of these vessels now using the seaway 
operating in the ocean trade, although as a practical matter, we feel 
that the other vessels involved, the bulk carriers, would have to go 
to such expense that it would be impractical for them to take ad- 
vantage of this law. 

Senator Ene ir. Would it not be sensible under those circumstances 
to amend this legislation and limit this application to the one vessel. 

Mr. Forp. We have no reason for limiting the legislation since it 
only applies to a few ships and with the opening of the seaway, there 
is no limitation on other American-flag ships operating in the lakes. 
We see no good reason for limiting U.S.-flag vessels to Lake operation 
at this time. 

Senator Encie. In other words, if they want to do the necessary 
reconstruction to make it possible, they can. 

Mr. Forp. We have no objection. 

Senator Enere. It would be perfectly all right ? 

Mr. Forp. Yes, sir. 

Senator Enete. Thank you very much, Mr. Ford. 

Next is Mr. Miles McKee, vice president, Sand Products Corp. 
Mr. McKee, I observe you have a nine-page statement. Do you desire 
to present the statement in full or would you prefer to file the state- 
ment or would you summarize your remarks ? 

Let us go off the record. 

(Discussion off the record. ) 

Mr. McKrr. I would be very pleased, Mr. Chairman, to put this 
statement into the record and make a very brief summary of it before 
the committee. 
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Senator Enarr. The record will show that you were accompanied 
at the hearing table by Mr. Marvin Coles, your attorney. Without 
objection, the statement will be made a part of the record as if read. 


STATEMENT OF MILES F. McKEE, SECRETARY, SAND PRODUCTS 
CORP., OF DETROIT, MICH. ; ACCOMPANIED BY MR. MARVIN COLES, 
COUNSEL, ON S. 990 AND S. 1270 


(The statement follows :) 


STATEMENT By MILES F. McKEE IN Support oF S. 990 AND S. 1270 

Mr. Chairman, my name is Miles F. McKee. I am secretary of Sand Products 
Corp., of Detroit, Mich., which is owner of the vessel Aquarama and part owner 
of two other American-flag vessels engaged in the bulk trades on the Great Lakes. 
With me is Mr. Mark T. McKee, vice president of our company, and our com- 
pany’s counsel, Mr. Marvin Coles. We appear in support of S. 990 and S. 1270 
which have been introduced by Members from Great Lakes States. 

The purpose of the proposed legislation is to permit the vessel Aquarama to be 
operated outside the Great Lakes. The reason the legislation is required is be- 
cause section 12 of the Merchant Ship Sales Act of 1946, as amended, provided 
for the sale of the ship ‘“** * * for exclusive use on the Great Lakes, including 
the St. Lawrence River and Gulf and their connecting waterways.” Six vessels 
were sold pursuant to this restriction, so that in theory this proposed legislation 
authorizes all of these six ships to be utilized on the oceans as well as on the 
Great Lakes. We are informed by the American Bureau of Shipping and the 
Coast Guard, however, that the five other vessels, which have been converted to 
bulk carriers, could not be certificated for use on the oceans in view of the fact 
that the ratio between their length and depth exceeds the maximum 14-to-1 
ratio permitted for ocean use. Accordingly, the practical result of this bill 
would be to permit the Aquarama to be used outside the lakes. VParenthetically, 
let me add that I know of no other American vessel capable of navigating the 
oceans which has any similar restriction or limitation as to the waters in 
which it can navigate. 

As a result of the opening of the St. Lawrence Seaway the Aquarama can 
now be brought out of the lakes for use on the oceans during the winter months 
when she would otherwise be tied up. As a maximum season for her use in the 
Great Lakes is only for 3 months, we feel it would be possible to employ this 
vessel during the winter months in offshore trades. In order to do so, however, 
we must have congressional authority for the removal of the present restriction 
confining the ship to the Great Lakes and its connecting waterways. 

May I add that at the time this restriction was imposed, we did not believe 
that the seaway would become a reality within the lifetime of this ship, so we 
did not make objection to the clause when it was originally included as part 
of the bill. We have found, however, that the limited operating season on the 
Great Lakes for a vssel of this kind has made it impossible for us to operate 
the vessel profitably, with the result that we must seek to use the vessel outside 
the lakes during the winter season if we are to continue her in operation. 

May I invite the committee’s attention to the fact that at no time has the 
vessel ever operated profitably, despite the fact that we have invested in this 
vessel over $444 million. When I say that the Aquarama has not operated 
profitably, I mean that she has not even made her operating costs, much less 
the interest and amortization on her mortgage or the repayment of the equity 
investment. With an operating season on the lakes of less than 3 months, it is 
impossible for the ship to be operated profitably solely on the lakes. Accordingly, 
it is our hope that the Congress will, by enactment of the pending legislation, 
permit the use of the vessel on the oceans, with the hope that the combination 
of the lake operation in the summer season and the ocean operation in the 
winter season may together make possible the profitable utilization of this 
American-flag ship. 

May I explain to the committee the background under which this ship was 
purchased. When the Ship Sales Act was originally enacted, we sought. to pur- 
chase three war-built surplus vessels from the then Maritime Commission for 
use on the Great Lakes. Most Great Lakes vessels differ from ocean vessels in 
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structure, arrangement, loading gear, and in many other ways. Accordingly, 
we asked the Maritime Commission to permit us to apply the allowances granted 
for reconversion of the vessel for ocean use and use the same amount of allowance 
for conversion for use as Great Lakes ships. The Commission informed us that 
the act authorized them only to “reconvert” or restore vessels for ocean use and 
hence they could not apply this allowance for lakes use. Under their interpreta- 
tion, it would have been necessary for us to rebuild the ship back to a standard 
ocean vessel, for which an allowance would be granted, and then tear her phys- 
ically apart again to convert to lake use for which there would be no allowance. 
The Maritime Commission stated that the words “reconvert” and “restore” 
precluded conversion for Great Lakes use. Because of this technicality, we came 
to Congress with the request that the act be amended so as to include the word 
“convert” for use on the Great Lakes. Congress authorized the change and we 
purchased the vessel and converted her for Great Lakes service. 

At that time we made no objection to the Great Lakes limitation. We did not 
foresee that in just 10 years the St. Lawrence Seaway would be open to traffic. 
A large sum was expended to bring the vessel up the Mississippi—her entire 
superstructure was cut off to get her under the bridges; pontoons were secured 
under the vessel to meet the limited draft of the river. Once the ship reached the 
Great Lakes, her interior structure was completely modified and rebuilt to make 
her suitable for the carriage of automobiles and an entirely new superstructure 
was built onto the hull. Basically, all that was used was the exterior lower hull 
of the vessel and her engines. The total original costs paid by us for this ship, 
as certified by Ernst & Ernst, public accountants, were $4,406,318.48. In addi- 
tion to this basic cost paid by us, we have also spent several hundred thousand 
dollars in the last 2 years for additions and improvements. 

The purpose of the amending legislation was to equalize the purchase privileges 
of Great Lakes and ocean operators under the Merchant Ship Sales Act. Basic- 
ally, we received nothing else but that which ocean operators obtained. As was 
brought out in the hearings, we were required to pay to the Maritime Commission 
a higher percentage of the Ship Sales Act price than did several other purchasers 
of war-built vessels for use on the oceans. But may I point out that we were at 
a substantial disadvantage as compared to purchasers for ocean use; for when 
they had received and expended their allowances, they obtained a ship substan- 
tially ready for use in their trade. In our case, we had to spend over $3 million 
more fo: this vessel for our trade than the basic Ship Sales Act price. This is 
not said in any sense of complaint, but merely to make clear that we have a 
substantial private investment in this vessel. 

May I also invite the committee’s attention to the fact that on the two ships 
which we bought for bulk carriers, we utilized only the engines and that part of 
the ship back of the engineroom bulkhead. We then built a completely new 
ship of approximately 600 feet in length in front of it. What we actually 
purchased from the Government on those ships was just the engine and the stern 
section: everything else was new. I might add that the cost to rebuild these 
vessels was over $6 million each. At approximately the same time that we so 
converted these C-4 ships, two brandnew vessels of almost identical type were 
built for Great Lakes use, each having about a 700 tons greater deadweight 
capacity than our two converted vessels. The cost of these two new and 
slightly bigger ships was less in both cases than our costs for the converted 
ships. And their engines were new while ours had had war use. 

When we originally appeared in support of the legislation, we notified the 
committee that we wished to purchase three vessels for use in the Great Lakes 
passenger-freight trades. After the enactment of the legislation, we applied to 
the Maritime Administration for the purchase of the vessels. We were then 
informed by the Maritime Administrator, that the Navy would not approve the 
sale of these ships as they did not wish them to be bottled up in the Great Lakes 
in the event of an emergency. The Administrator informed us, however, that 
the Navy would release them for conversion to ore carriers on the Great Lakes, 
as the need for such bulk vessels was imperative in view of the Korean emer- 
gency. Accordingly, we reluctantly agreed to convert two of the three vessels 
to bulk carriers. The Navy in turn agreed to release one ship for conversion 
to a passenger-freight ship. This vessel is now called the Aquarama. 

By way of further background, may I invite the committee’s attention to the 
fact that we bought the vessel in 1951. At that time the steel shortage was 
such that the Government allocation program would not give us the steel re- 
quired to rebuild this ship. Accordingly, it was not completed until 1956 and 
entered her present service in the summer of 1957. 
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As you will see from the pictures of the Aquarama, we now have a modern 
vessel—there is no more modern vessel of its kind in the world. She is cer- 
tificated to carry 2,500 passengers. She has no sleeping quarters for any 
passengers, so that her use is limited to short runs. In addition, she has 
capacity in her lower decks for carrying several hundred automobiles or other 
wheeled vehicles. In short, she is one of the few, and the largest, combined 
passenger and roll-on, roll-off ship in the American fleet. In the event of war, 
she would be a vessel of enormous value to our Navy. She has the open spaces 
which could be quickly converted to sleeping accommodations for hundreds of 
troops by the installation of pipe berths. She already has the messing and toilet 
facilities for 2,500 passengers. Also important, her design permits the troops 
to carry wheeled vehicles with them. 

The Aquarama has been operating between the cities of Detroit and Cleveland. 
The ship furnishes a needed public service over this summer route. The demand 
for the services of this ship, however, is limited to the summer period. We have 
found that the demand for this ship is such that she can be operated on 
this service less than 3 months a year. Unfortunately, interest, amortization 
and depreciation, overhead, maintenance, and other costs (except crew costs) 
eontinue for 365 days a year. As a result, revenues from this ship have not 
been sufficient in her two seasons of operation to meet out-of-pocket operating 
costs. The ship has not been able to earn the interest or principal on the mort- 
gage. She has not been able to earn any return on the investment of over 
$414 million, nor to repay any part of the equity investment. 

We believe that during the months when the vessel is not utilized in her 
normal service in the Great Lakes that it should be possible to use her offshore. 
At this time, we have no definite trade in which we plan to put the ship. We 
do know, however, that there are certain limitations on the use of the vessel. 
First, the trade will have to be in a warm winter area in which there is a sub- 
stantial number of tourists or short haul passenger traffic. As there are no 
sleeping accommodations, the ship’s service is limited to short voyages. We 
are looking for a trade in which there would be a demand for the movement of 
automobiles and other wheeled freight to accompany the passenger traffic. The 
Aquarama cannot enter into a normal freight service, because its construction 
precludes any substantial loading of nonwheeled freight because of the lack of 
hatches and booms, 

It is our plan, however, to continue the struggle to build a successful commer- 
cial operation between Cleveland and Detroit during the summer season. What 
we hope to be able to do, if Congress will enact the legislation here before the 
committee, is to utilize the ship in other areas during the winter season when 
there is no demand for her services on the Great Lakes and when, as a matter 
of fact, the lakes are closed to navigation because of ice. 

May I respectfully submit to the committee that I believe that enactment of 
this legislation will be in accordance with the objectives of this committee to 
maintain and develop an adequate American-flag merchant marine. After en- 
actment of this legislation, we hope that we will be able to find a suitable use for 
a vessel with the physical characteristics of the Aquarama to fill a public need 
during the nonsummer months. We hope we will be able to give employment 
to American crews for a longer period than just for a few summer months. 
Should we be fortunate in being able to operate this vessel at a profit, the Gov- 
ernment will benefit through collection of tax on such earnings, which taxes are 
not possible with her limited operating period today. We seek no subsidy of 
any kind. However, the limited utility of this ship will preclude her from 
competing with any existing American-flag service of which we are aware. If 
we are permitted to utilize the ship on the oceans, we will accomplish the 
original Navy objective of having her available in the event of any emergency: 
Under her present limitation, she could be made promptly available only in the 
event the emergency arose during the warm months when she could transit the 
seaway. If the present limitation is removed, she can be available at all times. 
Moreover, she will give to our defense establishment an ideal troop- and vehicle- 
carrying vessel should she be needed. 

In view of the foregoing, may we respectfully request that the Committee on 
Interstate and Foreign Commerce favorably consider S. 990 and S. 1270. 


Senator Enate. Now, Mr. McKee, if you would like to just sum- 
ag briefly or make any additional remarks to your statement, please 
0 SO. 
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Mr. McKer. Thank you, Mr. Chairman. 


Our company thought to purchase some ships for operation on the 
Great Lakes in the packaged freight and passenger trades and the 
then Ship Sales Act provided for sale of all of the surplus ships from 
the war-built fleet for use on American waters to domestic purchasers 
or foreign purchasers. Under that bill, many ships were sold foreign, 
a couple of thousand, and about 1,000 were sold domestic. None of 
these ships to any extent were sold for Great Lakes use, although many 
Great Lakes ships were taken for war use, among them, several from 
our own company. 

When we applied for purchase of these ships, they were all with 
war-built features on that needed to be removed and were all de- 
signed for war use. We were aware of the fact that allowances were 
granted for reconversion of these ships to original type and when we 
oe to the Maritime Commission for permission to convert them 
for lake use, we were informed that it was necessary to convert them 
only back to their original style and allowances could not be granted 
to replace lake features or to build them to lake standards. 

Senator Eneie. I understand the situation, Mr. McKee. The situ- 
ation on the Great Lakes has changed very materially since you got 
into operation ? 

Mr. McKee. That is correct. 

Senator Eneie. That is what Mr. Ford has stated. He would have 
no objection to any of the ships operating on the lake now being per- 
mitted to go on the high seas inasmuch as shipping which hereto- 
fore operated exc lusively on the high seas can now operate in the lakes. 

Mr. McKee. That is precisely the reason that. the request is made 
and I am pleased to have your thoughts. Thank you, Mr. Chairman. 

Senator Ener. Further that that, if your company sees fit to make 
the necessary changes in its other two vessels or if the owners of 
the other three vessels would see fit to make the changes, they could 
go forward, too. I see nothing wrong with that. 

Mr. McKer. Thank you, Mr. Chairman. 

Senator Encie. We are very glad to have you, Mr. McKee. We 
hope we can move this along. 

Now our friend from the House of Representatives, Congressman 
Blatnik couldn’t be here, but he sent his administrative assistant. Is 
that Mr. Andolsek ? 

Mr. Anpotsek. Yes, sir. 

Senator Enetr. We are glad to have you speak for our colleague, 
Congressman John A. Bl: itnik. Do you have a prepared statement ? 

Mr. Anpoxsek. I will just file the prepared statement, Mr. Senator. 

Senator Eneir. That would be fine. Without objection, the state- 
ment will be made a part of the record. 

(The statement follows :) 


MERCHANT MARINE LEGISLATION 


STATEMENT OF THE HONORABLE JOHN A. BLATNIK, A REPRESENTATIVE IN THE 
CONGRESS OF THE UNITED STATES FROM THE STATE OF MINNESOTA ON S. 990 AND 
S. 1270 
woe ~_ 


Gentlemen, as a Congressman from a Great Lakes district whose economy 
is closely related to water movements on the lakes, I have long been interested 
in our shipping problems. As you know, I have been active in sponsoring the 
development of the St. Lawrence Seaway project. One of the purposes of that 
project was to permit ocean shipping to so service the lakes. To the extent that 





ee ee ee a 








[E 
iD 


ly 
1e 


at 
at 





MERCHANT MARINE LEGISLATION 31 


they were physically capable of doing so, we also sought to make it possible for 
Great Lakes ships to reach and use the oceans. 

Through an unforeseen circumstance contained in legislation, which I along 
with other Members of Congress from the Lakes district sponsored almost 10 
years ago, one American vessel physically capable of employment on the 
oceans as well as on the lakes is restricted by law from such employment. The 
purpose of the bills which our colleagues, Mr. Ashley, Mr. Cederberg, Mr. Griffin, 
Mr. Rabaut, Mr. Van Pelt and I have introduced and which are now before 
this committee is to remove this restriction on the vessel involved. The result 
of this legislation will be solely to permit this American Great Lakes vessel the 
privileges of being utilized on the oceans in the same manner as other American 
and foreign ocean ships can now utilize the Great Lakes. 

Prior to World War II, we had a substantial movement of passengers and 
freight on the Great Lakes. When the war came, most of our shipping was 
taken by the Government. At the end of the war, most of such shipping was 
not available to be returned to the lakes. Moreover, all of the ships which 
the Government had built during the war had been designed for ocean use. 

One of the companies active in Great Lakes shipping, Sand Products Corp., 
applied to the Maritime Commission to purchase three of these war-built vessels 
from the Maritime Commission to convert them for Great Lakes use. After 
protracted dealings with the Commission, they were informed that because of a 
technicality in the Merchant Ship Sales Act of 1946, they could not obtain the 
same allowances for Great Lakes use as were available to ocean operators for 
ocean use. The basis of the discrimination was the verbiage of section 12 of the 
Ship Sales Act, which we felt sure had not been intended by the Congress, that 
allowances could only be given to reconvert and restore the vessels for opera- 
tion in commercial services. The Maritime Commission interpreted this to 
mean that they could give the allowances only to reconvert to the standard 
type vessel which had been built by the Government for ocean use. The Com- 
mission took the position that they could not give the identical allowances to 
Great Lakes owners: The Commission’s position was that to fit these vessels 
for use in the lakes trades would be to “convert” them rather than to “re- 
convert” them. For the sole purpose of putting Great Lakes ship operators on 
the same basis as ocean operators, a great many of our Members from the 
Lakes States sponsored with me the legislation which the Congress enacted as 
an amendment to section 12 of the Ship Act so as to permit usable allow- 
ances to American Great Lakes owners in the same way as they were available 
to American ocean shipov. ners. 

In order best to explain the purpose of the bill to the Congress, and to em- 
phasize the position of the Great Lakes shipping industry, we drafted the bill 
so as to provide for the use of such ships on the Great Lakes, the St. Lawrence 
River and Gulf and their connecting waterways. You will recall that at the 
time of enactment of the legislation, the St. Lawrence Seaway project had been 
before the Congress without success for many years. At that time, therefore, 
the limitation in the bill appeared academic, as once the ships were taken into 
the lakes, we knew of no way in which they could be taken out of the lakes 
again. I remember discussing with representatives of San Products Corp. the 
inclusion of this limitation. They likewise saw no possibility of getting the vessels 
out and agreed that the limitation should be included in order to point up the 
problem being presented to the Congress. Those of you who were here in the 
Congress 10 years ago will recall that at that time prospects for enactment of 
the seaway legislation were remote as for years we had attempted to get such 
legislation without success. 

May I point out that the Great Lakes operators were given no advantages 
greater than those given purchasers of vessels for use on the oceans. Actually, 
in some cases these ocean purchasers paid to the Government a smaller percent- 
age of the Ship Sales Act price for their vessels than did the buyers under the 
special legislation authorizing conversion for the Great Lakes. Even more im- 
portant, ships sold for ocean use were in most cases fully fitted for their service 
after the allowances had been given and the reconversions accomplished. In 
the case of the Aquarama, however, the total cost to her owners to prepare the 
vessel for service was almost three times the Ship Sales Act price. As you will 
see from pictures of the vessel, she is a beautiful, modern ship. I submit that 
everything possible should be done by the Congress to maintain this ship in 
operation under the American flag. Most important, this can be done without 
any cost to the taxpayer. 
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As I mentioned, we were attempting to put the lake shipowners on the same 
basis as American ocean ship operators. At that time, not only could the lake 
ships not get out into the oceans, but ocean ships of any size could not get into 
the Great Lakes. With the opening of the seaway, this situation is changed. 
Today, ocean ships, foreign as well as American, can freely enter the Great 
Lakes through the seaway. It is only fair that American ships on the Great 
Lakes be given equal privileges to go out into the oceans. 

The only American vessels which I know of which are restricted to operation 
in the Great Lakes and precluded from operating on the oceans are the six 
vessels which were sold by the Maritime Commission pursuant to the legislation 
which I helped sponsor. Because of the unwillingness of the Navy Department 
to release these vessels for lakes use unless they were converted into ore 
carriers, five of these ships were converted. Not only have they been fitted 
with Great Lakes bows which I am informed are not suitable for ocean use, 
but they have also been lengthened by several hundred feet. On five of the 
six vessels which were purchased under this act, their owners cut off everything 
forward of the engineroom bulkhead and then built entirely new ships to service 
the ore trades. I am informed that under the Coast Guard and American 
Bureau of Shipping Regulations, no ship can be certified to navigate the oceans 
if the length of that ship is more than 14 times the depth of the vessel. All of 
the 5 vessels exceed this 14-to-1 ratio, so that even with enactment of this bill 
they could not be used on the oceans unless they were completely rebuilt at the 
enormous cost which that would involve. 

The only ship capable of operating on the oceans and which is restricted to the 
Great Lakes because of the existing legislation is the Aquarama. The purpose of 
this legislation before the committee today is to remove this restriction so as 
to permit this vessel the same privilege that is available to all other American and 
foreign vessels capable of navigating the Great Lakes as well as the oceans, 
I feel that this is not only fair and equitable, but that certainly Congress would 
not wish to maintain a restriction on the ship which was placed there merely to 
point up the purpose of the prior legislation and which was enacted under 
circumstances which no longer prevail as a result of the opening of the St. 
Lawrence Seaway. I certainly feel that the vessel, now known as the Aquaram, 
should not be the only American Great Lakes vessel which is capable of navi- 
gating the oceans but which is restricted from doing so. Certainly if we permit 
foreign vessels to use the lakes as well as the oceans, we should equally permit 
this American vessel to do likewise. 

In our efforts to rebuild the passenger and freight services on the lakes, Sand 
Products Corp. was the only company willing and capable of purchasing under 
the statute. Unfortunately, the scope of their program was limited by the 
Navy’s willingness to release only one of the six ships sold for passenger and 
freight use. Nevertheless, the company went ahead against substantial obstacles 
and built the ship. 

From figures prepared by certified public accountants, Ernst & Ernst, I have 
learned that the cost of taking the vessel purchased from the Government and 
completely rebuilding it for its trade came to almost $4%4 million. Because of 
the Government’s steel allocation program resulting from the Korean war, the 
completion of this vessel was delayed for 6 years, during which time she was 
maintained at the expense of the present owners. During the past several 
years, she has operated between Cleveland and Detroit in a daily service. She 
is authorized to carry almost 2,500 passengers and about 200 vehicles. Because 
of weather and passenger demand conditions on the Great Lakes, it is unfortunate 
that this vessel can be utilized only 81 days a year on the Great Lakes. There is 
no other business for her on the lakes the remainder of the year. 

As a result of the short operating season, the owners of the vessel have not 
been able to cover their out-of-pocket operating expenses during the 81 days a 
year of operation. They have not been able to earn the interest or amortization 
on their debt and have not been able to repay any of their equity investment. 
Unless some additional use can be found for the vessel, the only alternative would 
be to put her into layup and deprive the Great Lakes of the service which she 
now performs and which is of substantial value to the cities and States which 
she serves. 

We are faced with the continued necessity for attempting to build up our 
services on the Great Lakes. Such services can only be performed by American- 
flag ships. Obviously, no one else, including the present owners, would be will- 
ing to invest in new ships when the experience of the only modern passenger 
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and freight ship on the Lakes has been one of loss. It seems to me that if this 
vessel is permitted to go offshore in the off season, and if those operating results 
plus the Great Lakes revenues show a profit, new building for the joint lakes and 
ocean service would be likely. 

I should further like to point out that this vessel as converted has only a 
very limited use. Because it has no sleeping accommodations, it cannot take 
passengers on overnight voyages. Because it has been designed to carry its 
freight as automobiles or wheeled vehicles, it cannot compete with ordinary 
freight-carrying vessels. Accordingly, it cannot handicap or prejudice the op- 
erations of any existing American-flag lines. Perhaps even more important, 
however, is that by permitting this vessel to go on to the oceans when the Great 
Lakes are closed to navigation by ice, it will be made available to the Navy 
in the event of emergency, a vessel which can rapidly be converted to an ideal 
troop carrier of high speed and with roll-on, roll-off capacity for military 
wheeled vehicles. 

Your committee has long been active, and I feel successfully so, in sponsoring 
the maintenance and development of a privately owned merchant marine. 
through your activities the continued operation of American ships has been 
made possible. You permitted the development of a merchant fleet suitable to 
serve our foreign commerce and to serve our defense needs in the event of 
emergency. The work of this committee has resulted in thousands of jobs being 
available for American merchant seamen. 

I believe that enactment of this bill will be in accord and in furtherance 
of the program which you have labored for so long. It will permit the operation 
of an American vessel in normal trade which otherwise will have to go out 
of service. Instead of employing American seamen a maximum of 3 months per 
year, American seafaring personnel can be employed throughout the year. 

May I point out specifically the various reasons why I believe this legislation 
should be enacted : 

(1) I do not think it appropriate that this one vessel should be the only 
American ship capable of navigating the oceans which is restricted from so 
doing, particularly when foreign ships have complete freedom. 

(2) I believe that the people who invested in this vessel with the support 
and urging of many of our Great Lakes members and many of our Great Lakes 
communities should have an opportunity to earn a return on their very large 
investment. 

(3) I believe that we should not deny to the seamen employed on this ship 
the opportunity for full and normal year-round employment. 

(4) The purpose of the restrictive language in the act under which this vessel 
was purchased was drawn in the light of then existing conditions, which the 
opening of the St. Lawrence Seaway has completely changed, and I do not think 
that verbiage which was placed in the statute at that time for the purpose of 
pointing up the reasons for the legislation should now be used to prevent normal 
use of the vessel. 

(5) I should like to point out that by enactment of the bill here before the 
committee we would still be able to preserve the objective of having this ship 
service the Great Lakes during its operating season, and not be required to be 
withdrawn from such service because of the large losses which have been in- 
curred from inability to meet its operating costs. If you will permit this vessel 
to be utilized outside the Lakes in the off season, I believe that the revenues 
there, when added to those from its Great Lakes service, should permit its con- 
tinued operations. 

I sincerely hope, on behalf of myself and my colleagues who have joined in 
similar bills, that this committee and the Congress will favorably act on this 
legislation. 


Mr. Anpotsekx. Congressman Blatnik asked me to express to you 
his sincere regrets that because he is in Public Works’ executive ses- 
sion marking up the omnibus rivers and harbors bill, he could not be 
here personally. He wanted me to thank you and the members of 
your committee for the opportunity to appear before this committee 
in support of this legislation, on which he also has a companion bill 
in the House. 7 

Senator Ener. We are aware of the difficulties of being in two 
places at once around here. 
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Mr. AnvotseK. Thank you so much, Senator. 

Senator Enete. This legislation, as indicated by the testimony, 
appears to be in good shape and we hope to get action on it. 

Mr. Anvotsex. Thank you. 

Senator Enate. The next legislation is S. 107. As the Chair an- 
nounced, it will be postponed until such time as Senator Smathers 
could be here, but, for the convenience of Mr. Ford, perhaps he would 
like to make his statement now. 

Mr. Ackerson. Senator, he left a few minutes ago, on the assump- 
tion that the hearing was postponed to 2:30. Mr. Ford did have a 
prepared statement, which I know he would like to file on the record, 
at least, and if you agree. 

Senator Enetr. Would you give your name and title for the record, 
please ? 

Mr. Ackerson. My name is Eugene J. Ackerson. I am Assistant 
General Counsel atthe Maritime Administration. 

Senator Enete. Is this statement for or against the bill ? 

Mr. Ackerson. This statement is against the bill. 

Senator Enate. I think, under those circumstances, that Mr. Ford 
should be here— 

Mr. Acxerson. Very well. 

Senator Enetr. When Senator Smathers makes his statement, so 
that any questions with reference to the conflict of views, can be 
appropriately discussed. 

Mr. Acxerson. I suppose I could call down at the agency and see if 
we could recall him. 

Senator Enate. That will not be necessary, because he would just 
have to turn around and come back and he is coming back anyway. 
Maybe he will feel better after lunch and be for the bill. 

The committee will stand in recess until 2:30 this afternoon to hear 
the bill S. 107. 

(Thereupon, at 11 a.m., the committee was recessed, to reconvene 
at 2:30 p.m., this same date.) 


AFTERNOON SESSION—ON S. 107 


Senator Smatuers. The meeting will come to order. 

This is a hearing on Senate bill 107, introduced by the Senator from 
Florida, Mr. Smathers. 

(S. 107 follows :) 


[S. 107, 86th Cong., 1st sess.] 

A BILL To amend title XI of the Merchant Marine Act, 1936, relating to Federal ship 
mortgage insurance, in order to include floating drydocks under the definition of the 
term “‘vessel’”’ in such title 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 1101(c) of the Merchant Marine 

Act, 1936, is amended by striking out “and fishing vessels” and inserting in lieu 

thereof ‘fishing vessels, and floating drydocks”. 

Sec. 2. Subsection (a) of section 1104 of the Merchant Marine Act, 1936, as 
amended (46 U.S.C. 1274), is amended by deleting the word “or” before clause 
(d) of paragraph (8) and adding the following new clause at the end of the 
subsection: “or (e) with respect to floating drydocks, in the construction, recom- 
struction, reconditioning, or repair of vessels.” 

Sec. 3. Subsection (b) of section 1104 of the Merchant-Marine Act, 1936, as 
amended (46 U.S.C. 1274), is amended by deleting the word “or” before clause 
(d) of paragraph (2) and adding the following new clause at the end of the 
subsection: “or (e) with respect to floating drydocks, in the construction, re 
construction, reconditioning, or repair of vessels.” 











'y 


ip 
1e 


ie 


is 
ie 
e 
l- 


Ss 


ie 





i 
| 


MERCHANT MARINE LEGISLATION 35 


Senator Smaturxs. I would like to insert in the record at this point 
the letter from the Secretary of the Navy, signed by John 8S. McCain, 
Jr., of the Bureau of Ships, in which they approve of this legislation, 
as does the Secretary of the Navy; the letter from the Secretary of 
Commerce, in which they state they do not recommend favorable 
consideration and set out some reasons which don’t seem to the chair- 
man to be particularly valid; and telegrams addressed to the chairman 
of the full committee, Senator Magnuson, from the New York Ship 
Corp., H. W. Pierce, vice chairman of the board; and from E, A. 
Black, Ship Repair Corp. of Seattle, urging enactment. 

(The letters follow :) 

DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
OFFICE OF LEGISLATIVE LIAISON, 
Washington, D.C., April 15, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, Wash- 
ington, D.C. 

My DEAR Mr. CHAIRMAN: Your request for comment on S. 107, a bill to amend 
title XI of the Merchant Marine Act, 1936, relating to Federal ship mortgage 
insurance, in order to include floating drydocks under the definition of the term 
“vessel” in such title, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report thereon expressing the views of the 
Department of Defense. 

This bill would amend the Federal Ship Mortgage Insurance title of the Mer- 
chant Marine Act, 1936, to include “floating drydocks” within the definition of 
“vessels” for the purposes of that title. 

As there may be a possible mobilization deficiency of floating drydocks in a 
future emergency, this Department would favor legislation which would en- 
courage the building of additional floating drydocks. As the subject matter of 
S. 107 is primarily the responsibility of the Department of Commerce, the 
Department of the Navy on behalf of the Department of Defense defers to the 
views of the Department of Commerce on the desirability of S. 107 as a means 
of increasing the number of floating drydocks that would be available upon 
mobilization. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on S. 107 to the 
Congress. 

Sincerely yours, 
JOHN S. McCarn, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF THE NAVY, 
BUREAU OF SHIPS, 
Washington, D.C., February 18, 1959. 
Hon. WARREN G. MAGNUSON, 
U.S. Senate, Washington, D.C. 


My Dear SENATOR MaGnuson: This is in further reply to your recent letter 
to Vice Admiral John M. Will, requesting a list of the inactive drydocks owned 
by the Navy and the size or capacity of each. 

I am pleased to forward the information you desire. It should be noted that 
the drydocks:listed are all designed to operate at advance bases without the 
necessity for depending on power or steam supplied from ashore; they are 
generally not well suited for use at established continental shore facilities. 

With kindest regards. 

Sincerely yours, 
A. G. MumMa, 
Rear Admiral, U.S. Navy, Chief of Bureau. 
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List of Navy-owned inactive floating drydocks 
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Dock desig- | Nominal} Length | Width 

Location ! nation | lifting Overall | Overall, 

capacity | molded 

iii sais a “a mie ntamaemy 

| Tons Ft. In. | Ft. In. 
Ne a oe ele leanne nan aeeleiel AFDB-1...-| 90,000 | 927 0 | 256 O 
ie can ee awar ahah ibe AFDB-2..--| 90,000 | 927 0O | 256 0O 
RY CN i 5 encase dcmbibaduenioug que AFDB-3..-- 81,000 | 844 O | 256 O 
I ee a thev minnie deseliniceaniin AFDB-4.--- 55,000 | 825 O | 240 O 
FORE. SROTOOR, D Bhndeccncsarces a ig eee | AFDB-5._-- 55,000 | 825 O | 240 O 
eee BERS ee ek aiden ncccesl AP DPS...) 55,000 | 825 0O 240 0 
Green Cove Springs, Fla_.......------- vatcimnehehsibali oi a ibeiolbe AFDB-7_._-| 55,000 | 825 0 240 O 
I WU ic che ceeccacecasincaccsduntiacannant) En Ree es el 1,000 | 200 O | 64 O 
ia ae ee eee ee ene AFDL-4 _--| 1,000 | 200 0 | 64 0 
nN es ranicaiaenaamentiamns | AFDL-7 - 1,000 | 288 0 | 64 O 
eo ct eit ae aa epee meee AFDL-12 1,000 | 200 0O 64 «0 
PE BE, DM ada decddtedncacddackinevnascecscncapenl Maras 1,000 | 200 0 64 0 
Sales cscwiinasabibiin AF DL-22 1,900 | 288 0 | 64 O 
eee kein cai dnnschiremreunnnae Neu einnianen A FDL-23 .- 1,900 | 288 0 | 64 O 
IN FPO ero nnn se mbisoninnnul A FDL-25 1,000 | 200 0 | 64 O 
A | AFDL-33 1,900 | 288 O | 64 O 
I 8 ect niGldbaiassictuniatainlll ARD-2._-_- 3, 500 485 8 71 O 
pen PIR PE, Bn non. cic weencnnenccumenaceeccnd JI Oca as 3,500 | 485 8 iwm2 © 
RNIN on ooo cc ccmananewunnae ende .| ARD-8. .... 3,500 | 485 8 | 71 0 
I See ek nha coddxcnnwahnnekwhidds deca ssay ARD-9 3, 500 485 8 7 °® 
I es sis tale nieces emis ARD-10..-.. 3.500 | 485 8 | 71 0 
SY SR I caccntunacnacenvbenseetpeamacepas ARD-13...- 3,500 | 491 8 | 81 O 
ISI ent a on ncn cmatcwawcemins ARD-17...- 3,500| 491 8 | 81 0 
Ne i Si a Seiglaicciasininithdnn dade main habintberinkibneiiewalgbon ARD-19__-- 3,500 | 491 8 81 0 
ae} ON es cies hRsaiehdtatatmiped dent atic .| ARD-20..-- 3,500 | 491 8 | 81 O 
ice igacace Sa ae ak ale ca cok tecleaa tis tenssieieinccoa aT ARD-24__.- 3, 500 | am. & | we 8 
IN IE Sn oe Es emailer ARD-25___- 3.500! 491 8 | 81 0 
OA Na A Sn tee ARD-27.... 3,500 | 491 8 | 81 O 
CO OS: ere ee ARD-28__-_- 3,500 | 491 8 81 0 
EE EE APE co nponensGhsbiknncasecnnen cenmcsinend ARD-31.-_-_- 3,500 | 491 8 | 81 0 

| 


1 Current locations of docks are given as of Feb. 1, 1959. 


THE SECRETARY OF COMMERCE, 
Washington, April 28, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR MR. CHAIRMAN: This letter isin reply to your request of January 14, 1959, 
for the views of this Department with respect to S. 107, a bill to amend title XI 
of the Merchant Marine Act, 1936, relating to Federal ship mortgage insurance, 
in order to include floating drydocks under the definition of the term “vessel” in 
such title. 

The bill, by amending sections 1101 and 1104 of title IIT of the Merchant 
Marine Act, 1936, as amended, would make eligible for Federal mortgage and loan 
insurance loans and mortgages made to aid in the construction, reconstruction, or 
reconditioning of floating drydocks, subject, of course, to all other requirements 
of law as to eligibility for title XI insurance. 

The Department does not recommend favorable consideration of the bill. 

Section 1 of the bill amends title XI of the 1936 act to include floating dry- 
docks within the definition of “vessels” for the purposes of title XI. Section 2 of 
the bill amends sections 1104(a) (8) and 1104(b) (2) of title XI (requiring the 
subject vessel be one designed primarily for “commercial use’) to embrace within 
the term “commercial use” construction, reconstruction, reconditioning, or repair 
of vessels by floating drydocks. 

S. 107 would constitute a radical expansion of the limits of title XI availability 
in the direction of Government guarantees of loans to the ship construction and 
ship repair industries. This goes clearly beyond the present bounds of title XI, 
which provides for Federal insurance of mortgages and loans for the construc- 
tion of vessels only. A floating drydock is, of course, a specialized facility used 
in the repair of ships and not used in the transportation of goods or persons. A 
drydock does not come within the scope of the definition of the term “vessel” in 
section 3 of title 1 of the United States Code, which provides that “vessel” includes 
“every description of watercraft or other artificial contrivance used, or capable 
of being used, as a means of transportation on water”. Section 1101(c) of 
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title XI of the Merchant Marine Act, 1936, provides that the term “vessel” 
includes “all types of passenger, cargo, and combination passenger-cargo carrying 
vessels, tankers, tugs, towboats, barges, and dredges documented under the laws 
of the United States, and fishing vessels owned by citizens of the United States.” 

Even though floating drydocks are included as vessels under the bill, there 
remain other requirements of title XI which would have to be met by the vessel 
and by the mortgage submitted for insurance under title XI. <A ship mortgage 
must be a preferred mortgage as defined in the Ship Mortgage Act, 1920, as 
amended. This requires United States documentation of the vessel in question, 
and requires in case of documentation for use in the domestic trade that the 
vessel be a United States citizen owned vessel, with 75 percent of the stock 
interest vested in United States citizens free of any trust or obligation in favor 
of a noncitizen and free of any contract or other arrangement which would place 
eontrol of the corporate owner in any person not a citizen of the United States. 

The amendment of ship mortgage insurance title XI to provide 100 percent 
insurance was only made after very extensive and detailed legislative considera- 
tion of the importance and urgency of such provision for Federal aid and 
guarantee in connection with the construction of ships. While there will be some 
need in the future for floating drydock facilities of larger capacity because of the 
increased tonnages of vessels under construction or planned for in the next 
few years (particularly tankers and some bulk carriers), the Department does 
not believe that the present need would, from the national viewpoint, justify 
financial aid or guarantee by the Federal Government. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
FREDERICK H. MUELLER, 
Under Secretary of Commerce. 


[Telegram] 
CAMDEN, N.J., June 8, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C.: 

We wish to record our support of S. 107 to classify drydocks as vessels for 
mortgage loan insurance under title XI. It can be of assistance to a responsible 
operation in replacement or expansion and will help retain work of this nature 
in this country. The extension of the provisions of title XI to floating equip- 
ment of this type is wholly logical and equitable. 

NEW YoOrK SHIP Corp., 
H. W. PIERCE, 
Vice Chairman of the Board. 


[Telegram] 
SEATTLE, WASH., June 2, 1959. 
Hon. Senator WARREN G. MAGNUSON, 
Senate Office Building, Washington, D.C.: 


It is my understanding that S. 107 which deals with classification of drydocks 
as ships for mortgage loan purposes will come before your committee tomorrow 
afternoon. We strongly urge you do everything possible to see that this bill 
passes as consider it essential boost to the industry as well national defense. 

Regards, 
E. A. BLAckK. 

Senator Smatuers. Senate bill 107 is a bill to amend title XI of 
the Merchant Marine Act, 1936, relating to Federal ship mortgage in- 
surance, in order to include floating drydocks under the definition of 
the term “vessel” in such title. 

It is well recognized that the trend today is toward building larger 
tankers and bulk carriers in our merchant fleet. The increased dead- 
weight tonnage capacity of these vessels—ranging from 45,000 tons 
upward—makes it impossible for maintenance and repair require- 
ments to be handled by presently available facilities. 
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As a matter of fact, there is no large floating drydock on the west 
coast, and only one located in New York on the east coast which could 
possibly serve larger vessels such as those I have just mentioned. 

While it is true that there are fixed facilities which could handle 
repair and maintenance work, the fact of the matter is that these 
facilities are engaged in the construction of new vessels, and little or 
no time can be allotted for repair and maintenance work. 

It is quite apparent that in order to cope with the situation in the 
future in connection with our merchant marine fleet, there is an im- 
mediate need for the construction of larger floating drydocks. I 
might point out one other aspect and that is in the report furnished 
by the Department of the Navy on the pending bill, it is stated in part 
as follows: 

As there may be a possible mobilization deficiency of floating drydocks in a 
future emergency, this Department would favor legislation which would en- 
courage the building of additional floating drydocks. 

This is a defense factor which should not be overlooked. 

Title XI of the Merchant Marine Act of 1936 already provides for 
the availability of Federal ship mortgage insurance to aid in the pri- 
vate financing of the construction of passenger, cargo, and combina- 
tion passenger-cargo carrying vessels; tankers, tugs, towboats, barges 
and dredges, documented under the laws of the United States, as well 
as for fishing vessels owned by citizens of the United States. 

Floating drydocks are not included among those vessels eligible for 
Federal ship mortgage insurance. This oversight was principally 
due to the fact that at the time of the enactment of title XI, there 
was no apparent need for the construction of floating drydocks since 
there was already an adequate number in existence which could meet 
the then requirements for repair and maintenance of not only our 
merchant marine fleet, but our naval vessels as well. 

This situation, as I have already pointed out, is not true today, and 
unless some action is taken by this Congress to include floating dry- 
docks within the provisions of the Merchant Marine Act, the only 
alternative left is for these vessels to be repaired and maintained by 
foreign facilities. This, of course, would be adverse to our own 
American economy. 

The purpose of my bill, S. 107, is to include floating drydocks among 
the types of vessels available for Federal ship mortgage insurance. 
It does not appropriate any funds for the construction of these facili- 
ties, but merely facilitates their construction through private 
financing. 

I might point out that legislation to accomplish this objective was 
introduced by me in the last session of Congress in the form of S. 4025. 
Unfortunately, because of the parliamentary situation which existed 
at the time, this committee was not able to take any action on it, other 
than to hold what I believe to be adequate hearings on the measure. 

I might also point out that in the last session of the Congress the 
House also passed legislation to accomplish this purpose in the Form 
of H.R. 13153. 

This legislation has the support of the independent shipyards, and 
the AFL-CIO Maritime Committee. 
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For the reasons which I have set forth, I feel that the legislation is 
highly desirable, and should receive prompt and favorable considera- 
tion by the Congress. 


Mr. Haddock ? 


STATEMENT OF HOYT HADDOCK, EXECUTIVE SECRETARY, UNITED 
MARITIME UNION LEGISLATIVE COMMITTEE, ON S. 107 


Mr. Happock. Thank you, Mr. Chairman. I appreciate your 
courtesy in permitting me to appear at this time and I apologize to 
you and the other witnesses for being an inconvenience to you. 

I am appearing, Mr. Chairman, as executive secretary of the United 
Maritime Union| "Tegisl: itive Committee, which represents all the 
AFL-CIO maritime unions, including the Industrial Union of 
Marine & Shipyard Workers. 

Last year, Mr. Chairman, I appeared on a similar bill to this—as 
a matter of fact, I think it was identical—H.R. 13153. For pur- 
poses of brevity, T think all I want to do is emphasize that the points 
that I made in "thi at testimony last year are still completely valid, 
and actually they need only emphasize, because time has shown that 
the points I made were strong points, in favor of this bill, and that 
the legislation is needed and that the drydock which would result 
from this legislation is badly needed. 

For example, to show how time has emphasized this, one of the 

oints that I made was that these drydocks of this size were needed 
for national defense. Now, since last year’s testinony was taken, the 
Navy has started the construction of one of these large floating dry- 
docks at the Bremerton installation. This certainly emphasizes the 
need for this type of drydock insofar as the Navy is concerned. Most 
of their repairs in the field or in the combat areas during the last war 
were made in floating drydocks. 

I think it is reasonable to expect, if we get into another such war, 
more of them are going to be made in the area, since the ships are 
bigger. Small floating drydocks that are available will not handle 
the big ships, so we do need the big facilities. And the facility that 
is proposed as a result of this legislation, the specific facility I have 
reference to in Jacksonville, would be the type of facility that would 
be readily converted for military use and could be taken to the area 
of operations. 

I think, Mr. Chairman, that is all. I don’t know whether you 
want to include the points I made in my previous testimony or not. 
Tt is certainly available in the record of the hearing of that date, 
August 13, 1958. But we feel more strongly now that ‘this legislation 
isneeded than we did at that time. 

Senator Smaruers. Thank you very much, Mr. Haddock. 

Mr. Happockx. Thank you again, Mr. Chairman, for permitting me 
to appear out of turn. 

Senator SmarHers. Our next witness is Adm, Walter C. Ford, 
Deputy Maritime Administrator. 
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STATEMENT OF WALTER C. FORD, DEPUTY MARITIME ADMIN. 
ISTRATOR, DEPARTMENT OF COMMERCE, MARITIME ADMINIS. 
TRATION; ACCOMPANIED BY EDWARD SCOTT DILLON, CHIEF, 
DIVISION OF SHIP DESIGN, MARITIME ADMINISTRATION; AND 
EUGENE J. ACKERSON, COUNSEL, MARITIME ASSOCIATION 


Mr. Forp. I have a prepared statement. Would you like me to 
read it, sir? 

Senator SmatrHers. Yes. 

Mr. Forp. The bill, S. 107, by amending sections 1101 and 1104 of 
title XI of the Merchant Marine Act, 1936, as amended, would make 
eligible for Federal mortgage and loan insurance loans and mortgages 
made to aid in the construction, reconstruction, or reconditioning of 
floating drydocks, subject, of course, to all other requirements of law 
as toeligibility for title XI insurance. 

The Department does not recommend favorable consideration of the 
bill. 

Section 1 of the bill amends title XI of the 1936 act to include 
floating drydocks within the definition of “vessels” for the purposes 
of title XI. Section 2 of the bill amends sections 1104 (a) (8) and 
1104 (b) (2) of title XI (requir ing the subject vessel be one designed 
primarily for “commercial use”) ‘to embrace within the term “com- 
mercial use” construction, reconstruction, reconditioning or repair of 

vessels by floating drydoc ‘ks. 

S. 107 would constitute a radical expansion of the limits of title 
XI availability in the direction of Government guarantees of loans 
to the ship construction and ship repair industries. This goes clearly 
beyond the present bounds of title XI, which provides for Federal 
insurance of mortgages and loans for the construction of vessels only. 

A floating drydock is, of course, a specialized facility used in the 
repair of ships and not used in the transportation of goods or persons. 

A drydock does not come within the scope of the definition of the 
term “vessel” in section 3 of title 1 of the United States Code, which 
provides that vessel includes— 
every description of watercraft or other artificial contrivance used, or capable 
of being used, as a means of transportation on water. 

Section 1101(e) of title XI of the Merchant Marine Act, 1936, pro- 
vides that the term “vessel” includes— 
all types of passenger, cargo and combination passenger-cargo carrying vessels, 
tankers, tugs, towboats, barges, and dredges documented under the laws of the 
United States, and fishing vessels owned by citizens of the United States. 

Even though floating drydocks are included as vessels under the 
bill, there remain other requirements of title XI which would have to 
be met by the vessel and by the mortgage submitted for insurance 
under title XI. A ship mortgage must be a preferred mortgage as 
defined in the Ship Mortgage “Act, 1920, as amended. This requires 
U.S. documentation for use in the domestic trade that the vessel be a 
U.S. citizen owned vessel, with 75 percent of the stock interest vested 
in U.S. citizens free of any trust or obligation in favor of a non- 
citizen and free of any contract or other arrangement which would 
place control of the corporate owner in any person not a citizen of the 
United States. 
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The amendment of ship mortgage insurance title XI to provide 100 
ercent insurance was only made after very extensive and detailed 
egislative consideration of the importance and urgency of such pro- 

vision for Federal aid and guarantee in connection with the construc- 
tion of ships. 

While there will be some need in the future for floating drydock fa- 
cilities of larger capacity because of the increased tonnages of vessels 
under construction or planned for in the next few years (particularly 
tankers and some bulk carriers), the Department does not believe that 
the present need would, from the national viewpoint, justify financial 
aid or guarantee by the Federal Government. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this statement to your committee. 

Senator Smatuers. Admiral, after listening to that, do I detect 
that you are for or against this bill ? 

Mr. Forp. The Department of Commerce report does not recom- 
mend favorable consideration of this bill. 

Senator Smatuers. For what reason exactly. I couldn’t detect that 
from this statement. 

Mr. Forp. That it extends title XI to other than vessels as described 
in the 1936 act. 

Senator SmatrHers. Why do they object to the extension of that ? 
It is not evident in this statement as to why. 

Mr. Forp. I think the objection is principally on the basis of budget- 
ary considerations, that this extends loan guarantees beyond the pres- 
ent title XI provisions. 

Senator Smaruers. In other words, apparently it is your view and 
the Department’s view it might cost the Government more money; is 
that the idea ? 

Mr. Forp. I think that expresses it, sir. 

Senator Smaruers. Is that the only objection you can think of to 
this legislation ? 

Mr. Forp. I think that is the principal objection, and the Adminis- 
tration believes that 9 project such as this should be privately financed 
and guaranteed rather than with a Government guarantee. 

Senator Smaruers. Let me see if I get it straight. Your principle 
is, first, you think it would cost the Government money and the other 
one is that you think it should be privately financed. So if we could 
answer those two objections you yourself would probably be for the 
bill? Can we conclude that? Or are you going to be against the bill 
anyway? Ordo you have any other reasons for being against it ? 

Mr. Forp. I think the Department’s position is against the bill on 
the basis which I stated. 

Senator Smatuers. They are going to be against it anyway? 

Mr. Forp. Yes, sir. 

Senator Smaruers. The fact of the matter is that actually this loan 
guarantee does not cost the Government any money, does it? Does the 
Government actually put out any money for this ? 

Mr. Forp. Yes, sir; title XI guarantees, very unfortunately, cost us 
a bit of money. 

Senator Smaruers. Have title XI guarantees on drydocks ever cost 
you any money ? 

Mr. Forp. We never financed any. 
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Senator Smatuers. So it hasn't cost you money up to this time, 
because we don’t have it. 

Mr. Forp. That is correct. 

Senator Smarners. What reason do you have to think if this par- 
ticular coverage were granted, would cost the Government any 
money! If there were plenty of bastatts for this drydock, it wouldn’t 
cost the Government any money, would it, isn’t that reasonable to 
assume ¢ 

Mr. Forp. The project would have to be financed on the basis of 
feasibility, and assuming that it could be proven this was an eco- 
nomically feasible project, the assumption would be that it wouldn't 
cost the Government money. 

Senator Smaruers. And they wouldn’t guarantee unless they could 
first satisfy themselves it was feasible ? 

Mr. Forp. That is correct, sir. 

Senator Smatuers. If they satisfied themselves it was feasible and 
they were reasonably correct, then it would not cost the Government 
any money, would it ¢ 

Mr. Forp. Then it would be a fair risk. All of these projects are 
based on speculation as to their economic feasibility, whether it is a 
ship or whether it is a drydock. 

Senator SmaruHers. Do you believe that the Government should not 
have ever had this program of ship mortgage insurance because they 
have lost money on some of them ? 

Mr. Forp. No, sir, we think this is a good program. And some of 
the projects have lost money but it has been a reasonable risk. 

Senator Smaruers. And you are willing to undergo that reasonable 
risk with respect to ships that are defined as “part of transportation”? 

Mr. Forp. That is correct, sir. 

Senator SmatuHers. But you do not wish to extend that reasonable- 
ness to—— 

Mr. Forp. To other facilities. That is right. 

Senator Smaruers. Are you aware of how many floating drydocks 
there are on the east coast of the United States? 

Mr. Forp. Well, we have a record of the number of floating and 
graving docks on the east coast. 

Senator Smaruers. How many do you have that are sufficiently 
large to meet the requirements of these new larger type tankers that 
are being built ? 

Mr. Forp. I believe there are four capable of handling the largest 
tankers up to but not including the contemplated 100,000-tonners. 
They would still have to go to graving docks. 

Senator Smatuers. What are graving yards. 

Mr. Forp. Shoreside facilities. 

Senator Smarners. How many of these tankers of 100,000 tons and 
above are being built now ? 

Mr. Forp. There are, I believe, two in existence and two being con- 
tracted for. 

Senator Smaruers. Are they being built under any type of ship 
mortgage ? 

Mr. Forp. Two of them are. 

Senator Smatruers. They are being built under—— 

Mr. Forp. Title 11 insurance. 
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Senator Smaruers. So you think it is all right to use the Govern- 
ment guarantee to build the ship but not to repair the ship? 

Mr. Forp. That is a diffic ‘ult question to answer, sir. 

Senator Smaruers. I notice it is difficult. But that is the point, 
isnt? it? It is all right to use the Government credit to build it but 
we are not going to use the Government credit to repair it? 

Mr. Forp. Our understanding of the legislation is that it is to 
provide insurance for the building of ships but that it is not to be 
extended to include other facilities. How far you extend it—if you 
extend it to floating drydocks, would you extend it to graving docks 
and if you extend it to graving docks, should you extend it to piers 
and warehouses. 

Senator Smaruers. This bill was written by Members of the Con- 
gress, was it not ? 

Mr. Forp. I was about to add, sir, this is not something that I can 
answer. This is something for Congress to decide. 

Senator Smatuers. And the Congress could, of course, in its wisdom 
change it. 

Mr. Forp. Yes, sir. 

Senator Smaruers. And it could have been, as I have testified, that 
the Congress actually did not consider in the original legislation, in 
the passage of title 11, the matter was not brought to them, the matter 
of drydocks, insofar as we know, apparently. So I would be correct, 
would I not, if I went on to say that I doubt if the Congress actually 
thought of the need of it at the time, because there were plenty of 
drydocks in existence to take care of the ships of the size we had at 
the time the bill was passed. That would be a reasonably fair state- 
ment; wouldn’t it ? 

Mr. Forp. I think that is correct. As I recall, the question of dry- 
docks didn’t arise at the time of the legislation. 

Senator Smaruers. So now if the Congress decides to allow the 
ship mortgage provisions to apply to drydocks as well as ships, you 
agree they ‘have the authority to do that? 

Mr. Forp. Yes, sir; and we will administer the law if it is passed. 

Senator Smatuers. And you will administer it then as best you can 
and the next time we try to extend it beyond drydocks, you will come 
up and protest that? 

Mr. Forp. Probably 

Senator Smaruers. That is right. I want you to be consistent. 
Let me ask you a couple of questions here. 

You say that there are going to be four larger ships to be built. 
That is, 100,000-ton tankers and above, insofar as you know; is that 
right ? 

“Mr. Forp. Yes, sir. 

Senator Smaruers. Now if we do not have these additional new 
floating drydocks, which are themselves big enough to take care of 
these new large tankers, is it not a fact the ut these tankers will then 
have to go to foreign’ yards in order to be repaired ? 

Mr. Forp. I don’t believe so. I think that there are, as I stated 
before, shoreside facilities which could handle these ships. I believe, 
Mr. Chairman, that insofar as our records indicate, there are suf- 
ficient dry docks in the United States, barely sufficient, to handle peace- 
time requirements for the present building program. 
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This does not mean, however, that there are sufficient in an emer- 
gency. This is for determination of the Department of Defense. 

Senator Smaruers. Right on that point, you as an ex-admiral—I 
presume you are retired—do you think we should be ready for 
mobilization at all times or do you think we should not be ready? In 
the event we need to have quick mobilization, from your past 
experience as a Navy man, what would you say ¢ 

Mr. Forp. Spexking from a military point of view, you need all the 
facilities that you can get for mobilization purposes; and your peace- 
time requirements, or the fact that you can meet your peacetime re- 
quirements, doesn’t necessarily mean that they are adequate for your 
mobilization requirements. 

Senator SmaTuHers. So, can we not conclude our peacetime require- 
ments with respect to the large floating drydocks, as has been testified 
to by the Department and the Navy, are not adequate for mobilization 
today ? 

Mr. Forp. I believe that the Navy considers that they are not ade- 
quate and that they could use more drydocks. 

Senator Smaruers. That is what the Navy considers and I don’t 
wish to embarrass you, but what do you consider / 

Mr. Forp. Lagree with the Navy. 

Senator Smaruers. That is right, once a Navy man, always a Navy 
man. 

Let me ask you this question, Admiral: Is it not a fact these present 
shoreside inte you are talking about, which could presumably fix 
these larger tankers, that they are now busy, or occupied with the 
building of these big tankers ? 

Mr. Forp. I am afraid I can’t answer that too accurately. They are 
not building tankers in them. They may be utilized at the present 
time, and I am not sure, for the building of aircraft carriers. 

I didn’t complete my statement on the fact that there are adequate 
facilities as far as we can see, to meet our peacetime requirements. 
However, the positioning of these facilities is not as completely desir- 
able as it could be. You may have to go a long way gore had an 
emergency, with one of these large tankers, to reach an adequate 
facility. 

Senator Smarners. Is that a desirable condition, insofar as you 
are concerned, as an ex-Navy man ? 

Mr. Forp. I wish you wouldn’t say “ex,” Senator, Iam still a Navy 
man. 

Senator Smaruers. Well, asa Navy man ¢ 

Mr. Forp. No, that isn’t completely desirable. 

Senator Smaruers. So you would recommend we do something 
about correcting this inadequacy which now exists ? 

Mr. Forp. I think it would be desirable. 

Senator Smatuers. Now if it were true that the present drydocks 
are busy building aircraft carriers and for that reason could not. now 
repair these large tankers, is it not a fact if they needed repair, they 
would have to go to some foreign yard in order to get that repair / 

Mr. Forp. If they weren’t available in this country, they certainly 
would. : : , 

Senator Smaruers. Do you think that helps to strengthen the 
American economy and provide jobs for American workingmen, to 
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have those tankers go to some foreign port to be fixed? Is that a good 
thing or not, in your judgment, not as a Navy man, but just as a 
United States citizen ¢ 

Mr. Forp. Well, I think, speaking from the Maritime Administra- 
tion point of view, we like to see ships built and repaired in this 
country. 

Senator Smaruers. Now let’s see. Is it a fact that floating dry- 
docks have been used as a means of transportation ? 

Mr. Forp. I think on occasion. I wouldn’t say it has been used as 
a primary means of transportation. 

Senator SMmatuers. But under the meaning of the act—apparently 
we are giving it a rather tortured definition here. It looks as though 
the Congress tried to think of everything they could think of and 
unfortunately didn’t think of drydocks but anything that moves, 
carries passengers, cargo, combination tankers,tugs, towboats, dredges, 
documented and so on—do you think under the meaning of the word 
“transportation” on water or capable of being used as a means of 
transportation on water, that we may be able to slide the drydocks 
in under this? 

Mr. Forp. Our interpretation is that you couldn’t. I think that 
would be stretching the definition beyond the elasticity limit. It 
would have been easier if they had said anything that floats. 

Senator Smaruers. You would recommend that, wouldn’t you, that 
addendum, that amendment to the law, that we ought to make it 
anything that floats? That is your word. I wanted to see if you 
wouldn’t agree with me we ought to put that in the act. 

Mr. Forp. I am afraid I can’t agree with that, sir. 

Senator Smaruers. You will get right up to it but you just don’t 
want to admit it all the way. 

Now, you speak about the necessity of having the vessels subject 
to documentation under the customs laws in order to have a preferred 
first mortgage to secure the guaranteed loan. Are you aware of the 
recent ruling of the Treasury Department, dated May 27, 1958, hold- 
ing that a floating drydock may be documented as a vessel under the 
customs law ? 

Mr. Forp. Iam not aware of that, no, sir. 

Senator Smatuers. I would like at this point in the record to insert 
a copy of this Treasury Department ruling No. 54613. 

(The ruling is as follows :) 


DOCUMENTATION OF VESSELS 


T.D. 54613 (49) Floating drydock, documentation of as a vessel: A floating 
drydock, built in the shape of an unrigged barge or scow, which is mobile and 
not permanently moored, which moves to various repair areas, and which is 
capable of transporting and has been used to transport certain machinery, may 
be documented as a vessel. Previous rulings which have held such floating 
contrivances intended for use as drydocks in fixed locations not to be vessels 
are distinguishable on the ground that any movement of such contrivances by 
water was merely incidental to bringing the drydock to the site of permanent 
operations. (Bureau of Customs telegram dated May 27, 1958. (3-81817) ) 


Senator Smaruers. If you are not familiar with that ruling, then 
the questions have to be hypothetical. If you were aware of this 
Treasury Department ruling—do you want to bring in counsel ? 

Mr. Forp. Yes, sir, counsel may be familiar with this ruling. 
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Senator Smaruers. Now, are you familiar with the Treasury De- 
partment ruling? 

Mr. Forp. My counsel advises me that this merely removes one 
technical objection. 

Senator Smaruers. Merely removes one technical objection. W ell, 
it holds that a floating drydock may be documented as a vessel under 
the customs law. At least the Treasury Department thought a dry- 
dock was a vessel. E 

Is that not correct, Mr. Ackerson ? 

Mr. Ackerson. I would assume that is correct. 

Senator Smaruers. If it is a vessel under the meaning of the Treas- 
ury Department, w hy can’t we get it the meaning of “vessel” under the 
meaning of the Maritime Department ? Do you people say you have 
more information about this than the T reasury Depar tment ? 

Mr. Ackerson. No, but of course the determination that a floating 
drydock can be documented as a vessel is one determination of a vessel 
for the purpose of documentation laws but that doesn’t necessarily 
make it a vessel for the purpose of transportation of cargo or 

Senator Smaruers. Maybe we ought to go to the Treasury Depart- 
ment to get them to rule on this other. We have not been able to go 
to them yet. 

Admiral, one other question and we will stop. You do agree that 
our drydock facilities are meager—I think you said that. 

Mr. Forp. Yes, sir. 

Senator Smatuers. Both asa Navy man and a man who wants to see 
work performed here in American shipyards, while you are not recom- 
mending a specific program to overcome that meagerness, you none- 
theless believe that we should do something to eliminate the condition 
which now exists ? 

Mr. Forp. I think 

Senator Smarners. When he shakes his head, that means “yes.” 

Mr. Forp. I think the situation as it presently exists should be im- 
proved. Whether this is the correct method of improving it or not, 
it not for me to determine. 

Senator Smatuers. All right, sir. Thank you very much. 

Let me ask you one other question here. Are dredges ordinarily 
considered means of transportation ? 

Mr. Ackerson. I would say not. Of course, they are expressly 
included. 

Mr. Forv. They are included by name. 

Senator Smaruers. Therefore, if we put drydocks in there, why, of 
course 

Mr. Ackerson. That settles the matter. 

Mr. Forp. This would be an additional exception. 

Senator Smatuers. Then the argument they have to be presently 
used for transportation is not really ‘borne out, because of the fact that 
the Congress made a specific provision for dredges. 

Mr. Forp.They made exceptions in the case of dr red ges, tugboats— 

Senator Smaruers. What you are recommending is that we make 
exceptions to get drydocks in? 9 

Mr. Forp. No, sir. 

Senator Smatuers. All right, Admiral. We gave it a good try, 
both sides. 
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Our next witness is Mr. George Gibbs, president of Gibbs Corp., 
ship-repair yard, Jacksonville, Fla. 


STATEMENT OF GEORGE W. GIBBS, JR., PRESIDENT, GIBBS CORP., 
JACKSONVILLE, FLA., ON S. 107 


Mr. Gress. Mr. Chairman, I have a statement I can read. 

Senator SmarHers. Why don’t you read it, Mr. Gibbs? 

Mr. Giezs. My name is George W. Gibbs, Jr., and I am president 
of Gibbs Corp., a ship-repair yard located on the St. Johns River in 
Jacksonville, Fla. We have been in business for 50 years. We serv- 
ice, repair, and convert all types of vessels, both American and foreign 
flag, and also ships of the U.S. Navy. 

Among the facilities in our shipyard we operate a floating drydock 
of 20,000 tons lifting capacity, which is one of the larger floating 
drydocks in commercial use in the United States today. 

The bill you are considering today is a simple amendment of title 
XI of the Merchant Marine Act of 1936 to include floating drydocks 
among the types of vessels available for Federal ship mortgage insur- 
ance. This bill does not propose, as I understand it, to appropriate 
funds for the construction of these larger floating drydocks, but only 
to facilitate their construction through private financing. 

Up until recently we felt that we had adequate facilities to take 
care of any repair job that came our way. We even managed to 
squeeze a 34,000 deadweight-ton tanker into one of our present docks, 
and this picture will show you just what a tight fit it was. 

May I submit these pictures for the record ¢ 

Senator Smatuers. Yes, and they will be kept on file with the com- 
mittee. 

(Pictures referred to are on file with the committee. ) 

Mr. Gress. It was becoming apparent that there would be even 
larger ships that would require our attention. 

There are presently afloat or under construction much larger ves- 
sels than the one that I have shown you, for which neither we nor 
any other shipyard has any present floating drydock facility avail- 
able. Unless some such facilities are constructed the operators will 
be compelled to seek repairs in foreign yards, which will be both 
inconvenient to them and unfortunate from the standpoint of loss of 
work to the American shipyards. 

The Maritime Administrator stated at the House hearing on this 
bill last year that in the next few years the trend toward building 
larger tankers and bulk carriers, with a large number of tankers of 
deadweight tonnage capacity of 45,000 tons or more already in oper- 
ation or under construction, will greatly increase the proportion of 
ships of large size which cannot be handled by the presently avail- 
able floating drydocks. 

This tabulation, which was presented at the hearings last year, 
shows the definite trend from smaller vessels to the very large tanker 
and bulk carrier vessels that are being constructed today. 

Senator Smaruers. We will make this tabulation a part of the 
record at this point. 
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(The tabulation follows :) 


TABLE I.—Trends in vessel construction 
TYPICAL OIL CARRIERS 
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| 
| Mean Dead- 
Date | Vessel | Overall | Breadth | summer | Speed | weight 
| length jsalt-water| knots | tonnage 
| draft | 
a ioneaeenin —|— — aaeesipalidlag 
Ft. In. mn. | Ft. In. Ft. in. | 

1906 | W. S. Porter_- : 399 2 | #49 9 240 =| 916 6, 500 
1908 | Texas a | 413 3 | So; 24a | 12 9, 232 
1914 John D. Archbold... i | 474 6 6 0; 61 | 1044) 9, 546 
1016 | Charles Pratt.........-...-.. altace | 516 6 68 0 | 27 3 1019) 15, 955 
1918 | USSB tankers. -- 08 | 445 0 | 59 7 25 6 10 10, 000 
1941 | T-2 tankers (T2-SE-A]). | 523 6 | 68 0 | 30 2 14}4| 16, 500 
1943 | Atlantic Sun- | 547 3 | 70 0 30 4% 15 | 17, 910 
1948 | Esso Zurich - | 628 0 | 82 6 | 31 11% 16 | 26, 555 
1950 | Atlantic Seaman. | 659 6 85 0 34 3% | 17 | 30, 155 
1953 | Tina Onassis | 775 8 95 O 37 9% | 16 | 45, 000 
1953 oe ha hanes | 673 0 92 0 34 734 15 ~ 38,000 
1954 Alton Jones. __- 707 0 93 0 36 6%6 1746) 38, 000 
1954 World Glory - 736 6 | 102 0 | 37 6% | 1646 45, 110 
1955 | Sinclair Petrolore (tanker and ore carrier) - —e 106 0 | 40 0 | 15 55, 500 
1956 | Cities Service Baltimore__---- 4X MA ae 90 0 33 1144 1844} 32, 650 
1956 | Universe Leader. -_--_------- | 854 9 | 125 0 a ae 14}9 85, 500 
1957 | Esso Gettysburg___- Jc ical fae O 93 0 36 9 | 1814 37, 800 
1957 | Tidewater ‘ ; Lee Te 102 0 37 6 | 1645| 53, 085 

1958 | Under construction: | | } 
In U.S. shipyards (for Esso) | 740 0 102 0 | 37 10% 16 | 46, 000 
In U.S. shipyards (for Niarchos) __-.....--| 940 0 134 0 48 0 | 18 | 106,500 

| ' 


TYPICAL BULK ORE CARRIERS 











1922 | Marore as teen ok ee 720/| 1 1 | 22, 980 

1945 | Venore___ ate fe Sh ete ebee |} 58211 | 78 0 | 34 4 1644} 24, 376 

1954 | Ore Chief | 74 0 | 116 0 | 38 8 14 | 60,000 

1955 | Leader. eal nesecet OO | wera | Se 6 TL Ca Ae 

SO RRR OE OOo oo onc tcadandliosdsace tesckaall 609 0 770 | 33 0 16 24, 000 

1957 | Cosmic ee sccawrssceunn aw | ee | eo 184 46, 500 
| 








Mr. Gress. In addition to the requirements for the maintenance 
and repair of large commercial vessels, there is the constant demand 
from the Department of Defense for large drydocking capacities 
to service the combatant ships of the larger types dispersed in stra- 
tegic locations advantageous to the Nation's defense. It must be 
realized that there have been no large floating drydocks built in the 
United States since World War II, with the exception of the ones 
under construction today at Bremerton by the Navy. There are none 
on the west coast and there is only one on the east coast which could 
possibly serve the larger vessels which are now coming into existence. 

True, there are fixed facilities, such as graving docks in the larger 
shipyards, which are of sufficient capacity but ‘these are committed 
to new construction to carry out the hin operators’ replacement pro- 
grams for many years to come. It is therefore apparent that there is 
an immediate need for the construction of larger floating drydocks 
_ meet the advancing requirements of our merchant marine and the 

Nav 


The financing of this type of shipyard facility presents an immediate 
and enormous problem. Floating drydocks with their single-purpose 
characteristic, together with their economic earning power related 
directly to the fluctuations in the shipping industry, are not normally 
attractive to banks and other financial institutions. In a statement 
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made before the House committee last year, it was pointed out by the 
American Merchant Marine Institute that— 

We understand great efforts are being made by ship repairers to finance 
privately the construction of facilities under discussion here today. However. 
because the vagaries of the demand for these facilities coincides with those 
with which the committee is so familiar in connection with merchant vessels 
themselves, private financing, particularly for smaller firms, is made virtually 
impossible without Government mortgage guarantees. We understand this 
obstacle will be overcome by passage of the subject bill. We therefore hope 
the committee will report it favorably and help speed the addition of these vital 
installations to the total maritime balance and strength of our American 
merchant marine. 

This was stated by the American Merchant Marine Institute. 

We have found that additional incentives to attract private capital 
are required, just as it was found necessary to the private financing 
in the construction of other types of vessels presently included under 
title XI. As I understand it, the very purpose of title XI was to 
facilitate private financing for those companies who did not have suf- 
ficient capital of their own to finance the desired construction. 

Title XI insurance is the only way to assure construction in Amer- 
ican yards. Unless such insurance is immediately extended for the 
construction of these now-required floating drydocks, we will have 
no alternative but to procure these facilities abroad, where they can 
be constructed at considerably less cost than in the United States. 

I am persuaded that it will be feasible to construct a floating dry- 
dock in the United States to meet our and the industry’s new require- 
ments, for the obvious reasons that duty, insurance, towing, and loss 
of time must be added to the cost of European construction, which 
tends to reduce the differential. Certainly it would be better for the 
American economy to have these larger type drydocks constructed in 
the United States. 

However, if we are not able to have Federal ship-mortgage insur- 
ance extended to cover the construction of floating drydocks, we will 
have no alternative but to construct them abroad. In the absence of 
the incentive of title XI insurance, another possibility would be to 
have the Government construct them and turn them over to the ship- 
yards at large discounts. This type of construction, however, would 
involve a large expenditure of public funds, whereas under Federal 
ship-mortgage insurance the liability is only contingent, and the pre- 
miums accruing to the Government will build up a fund which will in 
all likelihood result in a profit to the Government. 

I therefore urge the prompt enactment of this important legislation, 
which will add floating drydocks to the types of vessels qualified to 
receive the benefits of title XI, Federal ship-mortgage insurance. 

Now already one or two things that might well be added to that, in 
light of what Admiral Ford testified. From the point of view of eco- 
nomics, our company has been a great asset to the northern part of 
Florida and in fact the State as a whole. Eight years ago in 1950 we 
acquired, as our competitors did, this 20,000-ton drydock, which was 
ample for any ship that might possibly come to our port. Today our 
drydock is virtually obsolete, or rapidly becoming obsolete. 

Our customers’ ships are all too wide for this dock. Now whether 
or not our customers can go to one or two very large concerns and 
secure drydock facilities, it is economically impossible for us to operate 
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without an additional larger dock, because as we reach the point where 
we must turn down three- -quarters of our customers’ work, they won’t 
shove one-quarter to us while they give the other three- -quarte rs to 
somebody else. They will go where they are accustomed to going. 

This has been borne out in the two or three instances lately, where 

yards that had a dock of somewhat less capacity than this 20,000-ton 
ack t refer to have gradually declined in their volume of work because 
they could not completely cover the customer’s program. 

We are certain that we are faced with that now, and we find every 
day more customers making firmer and tighter contacts abroad. 

A British shipyard sold a : dock of over a hundred-foot beam and 750 
feet in length only a matter of 6 months ago to replace it with one 125 
feet wide. This was a comparatively new dock. But it still would 
not be adequate. 

Our present dock was designed to take vessels that were built that 
would go through the Panama Canal. Today the shipowners have 
decided to eliminate that requirement, in that it is not economically 
sound for them. Necessarily they have added beam and the docks are 
out of business. 

Now, in our yard, like any other business, it is absolutely essential 
that we expand many facilities, whether it be lathe or a drill or what 
have you. We need a dock to bring in the work to enable us to keep 
our facilities in readiness for any type of emergency that might de- 
velop. If we don’t expand our business, we are unable to keep abreast 
with it. 

An expanded business does not mean we are larger with respect. to 
the rest of the industry; it means we are merely equal to it. To stay 
even with what we were 5 years ago requires : about. $500,000 per year 
in investment, even today. Now, if our earning capacity is impaired, 
because of inability to take the new volume of ships that are being 
built, then our yard, for one, will not be held status quo but will 
go down and out of business. 

We won't be able to get the new electronic equipment, all the new 
equipment necessary to hs indle and service such things as atomic ships, 
which is rapidly becoming important. In other words, our business 
will go down unless it goes up. It doesn’t stay even. 

Now. I want to clar ify one point. <A 20 ,000-ton dr ydock will carry 
a 40,000-ton ship, in round figures. A drydock with a lifting capacity 
of 40,000 tons will lift 80,000 to 85,000 and possibly even a “hundred- 
thousand-ton ship, when she is empty. The ship tonnage is that 
tonnage the ship will carry and a drydock tonnage is that weight of 
the ship that carries the hundred thousand tons. They usually weigh 
from half to a third as much as their rated capacity. 

We made various economic studies of this proposition before we 
ever thought of the possibility of amending title XI. It is entirely 
feasible, we can make a profit on a drydock if it were built. We have 
proven it with standard research, and they have all said it is pos- 
sible, but the financial institutions say as long as a dock ean be built 
and bought from Europe for $2 million less than it can be bought 
and built in the United States, they can’t loan more than is required 
to build it in Europe, because they ould never resell it in case of 
necessity. 
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Senator SMaTHERS. What do these docks run, Mr. Gibbs, in total 
cost in the United States / 

Mr. Gispes. Mr. Chairman, that will vary with equipment on the 
dock. ‘They will run more this year than last. I would presume a 
good safe me would be 9 to 10 million, built in the United States, 
and 7 built and delivered from Europe. 

Senator SMatuers. From your projected figures, and in your efforts 
to make a loan, have you satisfied yourself that the income to your 
company, if you were ‘permitted to use title XI for insurance, would 
be sufficient for you to meet all upcoming payments? 

Mr. Gipss. We are completely satisfied as far as the foreseeable 
future is concerned, and we realize that we ourselves might become 
overenthusiastic, and that is why we went out and hired outside 
firms to make the study. 

Senator Smaruers. And their study in each instance demonstrated 
that under present conditions and foreseeable conditions, there would 
be sufficient business for this drydock, and sufficient income as a result 
of the business, that the mortgage payments could regularly be met 
and that the Government would never have to put up any money? 

Mr. Gipps. Yes, sir; that is correct. With all reasonable foreseeable 
future problems. It is even more so, if they do have the Government 
guarantee, because then an insurance company or a bank, using de- 
positors’ or insurers’ money, would be able to declare a year’s mora- 
torium, if they collected the interest for example, whereas if there was 
no guarantee they would have to quickly move to protect. their invest- 
ment, in case of an unusual type of depression or catastrophe that 
we don’t contemplate. 

Senator Smaruers. Is there any differences in the interest rate 
which would be charged you, were you to have to go out and borrow 
money to build this drydock, without the benefit of the Government 
insurance, and that which you would have to pay under Government 
insurance ? 

Mr. Gress. Yes, sir. There is a considerable difference in the rate. 
In fact it is roughly twice as much without Government insurance as 
itis with. It is higher this year, in both instances, than it was last. 
It would be 3144 to 314 percent, with Government insurance, on 15 or 
20 years’ loan. It would be 7 to 714 without. That is based on—this 
is not a prime risk, as I have stated. 

Senator Smariers. So it makes it as you have stated obvious that 
if you are not able to get the Government guarantee, then it becomes 
an uneconomic operation for you to have it built here in the United 
States and you have to go to some foreign country in order to get it 
built ? 

Mr. Giepss. Well, I would have to say very possibly, Senator, it 
could. You see the differences in interest rate on a 15-year loan—I am 
not exactly sure of my figures being a thousand percent. accurate—on 
a $9 million drydock, on a $15 to $20 million loan, the differences in 
interest rate would amount to $414 million; roughly, the interest at 
7 or 714 percent, would equal the cost of the loan in 20 years, and 314 
to 314 would be half of that, the differences would be 414 million. 

Senator Smatuers. Do you have any knowledge, Mr. Gibbs, to get 
back to the point of what is transportation, that a floating drydock 
has ever been used for transportation or as transportation / : 
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Mr. Gress. I think with reference to the couple of points in the 
Admiral’s talk, if he will remember a vessel called the Caribbean, 
which they mortgaged, he will recember that was a floating drydock, 
called an LSD, and that was definitely used in transportation. 

Today, I have by chance picked up a magazine, coming from New 
York called Ships in the Sea, in which the Navy has two whole pages 
of pictures of drydocks being used for transportation. Now, while 
these are self-propelled drydocks, they also have some non-self-pro- 
pelled drydocks known as ARD, instead of LSD. 

These are called landing-ship docks and the others are called 
advance-base docks, but they are built with the same bow and they 
are used at all times for transportation; they carry supplies to ad- 
vance bases and as a matter of fact there is one that still has some 
cargo on it at Green Cove Springs we repair every year. If I could 
get the guards off long enough, I would get the cargo, because it is 
beautiful, big heavy machinery, that I don’t think anybody knows 
about that was left in the hold. 

But they are used every day. And as far as commercially is con- 
cerned, the Standard Dredging Co., in the middle thirties, bought a 
drydock, carried it to Bermuda for the sole purpose of running sev- 
eral dredges and tugboats and whatnot back to the United States 
because it was a cheap method of transportation for these pieces of 
equipment where they towed the drydock back. So technically speak- 
ing, the drydock has been used many, many times for transportation. 

Senator Smaruers. All right, sir. Counsel for the committee wants 
to ask you some questions. 

Mr. Bourson. What is the largest vessel you can accommodate in 
your yard at the present time ? 

Mr. Gress. About a 36- or 37-ton tanker. The ones in those pictures 
are certainly the largest, but I would say a vessel of 96-foot beam and 
650 or 700 feet in length. 

Mr. Bovurson. Does that mean you have a larger drydock than the 
20,000-ton one you talked about ? 

Mr. Grpss. No, sir. The 20,000 tons is the lifting capacity of the 
drydock. The 37,000 or 38,000, to 40,000 tons is the lifting capacity 
of the ship, its cargo. When you take the cargo out, the ship is far 
less than its lifting capacity. 

Mr. Bourson. But you said you scheduled a 40,000-ton one in one 
of your drydocks. 

Mr. Gress. Yes, sir; but that was based on its beam and that is the 
victures I submitted to you. The 37,000 or 38,000 would be a little 
onger, but no wider. 

Mr. Bourron. How many tankers above 30,000 could you accom- 
modate in your yard at one time? 

Mr. Gress. Repair? 

Mr. Bourson. Yes. 

Mr. Gress. Well, we could have one on the drydock but the dry- 
dock takes only a third of the time, so we could have three at all 
times and sometimes four or five, depending on the type of repair. 

Mr. Bourson. But they would have to come in consecutively ? 

Mr. Gripes. Well, if they come in for say 18 days, 4 or 5 days to 9 
days on the drydock, we would just put them on and off when we had 
the opportunity and work on them all the time. 
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Mr. Bourgon. But isn’t it a fact that from now on 32,000 and above 
would be the only kind of tankers you would get, because that is all 
they are building? 

Mr. Gipps. Yes, sir; the one big tanker fleet we used to get, T2, has 
just about been eliminated now. It is almost obsolete. 

Mr. Bourson. If you were enabled to have the be:efit then of the 
Federal mortgage insurance, what size drydock would you propose to 
build ? 

Mr. Gises. One hundred and twenty-five feet in beam, to the over- 
all length of 800 feet, and with a lifting capacity—that is the weight 
of the ship, not the ship’s carrying capacity—of 40,000 to 45,000 tons. 
But I think 40 would be sufficient. 

Mr. Bourvon. So if that is the case, you would have no objection 
then to an amendment that has been suggested, which would pre- 
scribe that any new floating dock built under this arrangement would 
have to have a capacity of 35,000 or more lifting tons and a beam of 
125 feet or more ? 

Mr. Gipps. I personally would have no particular objection to it, 
although | notice that other shipyards feel that their port limits the 
beam of the ships anyhow, and still are not adequate for their present 
vessels, I mean their docks aren’t; they need larger docks, say 115 feet, 
or 116 or 110, and a lifting capacity of 25,000 tons. Personally I have 
no objection to that amendment at all. 

Mr. Bourson. Neither the lifting capacity or the beam? 

Mr. Gipss. No, sir. 

Mr. Bourson. Thank you, sir. 

Senator Smaruers. Thank you, Mr. Gibbs, very much. 

Off the record. 

(Discussion off the record. ) 

Senator Smaruers. Mr. Roberts. 


STATEMENT OF C. B. ROBERTS, VICE PRESIDENT, MERRILL-STEVENS 
DRYDOCK & REPAIR CO., JACKSONVILLE, FLA. 


Mr. Roperts. My name is C. B. Roberts, from Merrill-Stevens, 
in Jacksonville, Fla. I have a short statement to read in support of 
this bill. 

Senator Smaruers. All right, sir. 

Mr. Roserts. I have heard the statement of Mr. George W. Gibbs, 
Jr., and we heartily endorse all that he has said with respect to the 
necessity for constructing larger floating drydocks to meet the require- 
ments for servicing the larger type tanker and bulk-carrier vessels 
that are now being constructed and for which most of the shipyards, 
including our own, have no present facilities. 

We, too, realize the difficulty of obtaining private financing for the 
construction of one of these larger floating drydocks without the 
assistance of Federal ship-mortgage insurance. 

We join in urging that this committee report favorably the bill that 
is now before you proposing to amend title XT of the Merchant Marine 
Act. of 1936 so as to include floating drydocks among the vessels for 
oa Federal ship-mortgage insurance is made available under this 
title. 


Senator Smatuers. Thank you very much. 
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Mr. Baunan. If you please, my name is John J. Bauhan, from 
Savannah. I came over here after talking to Senator Russell, and 
that is why I take the liberty of butting in at this time. 

Senator Smaruers. We will be delighted to hear from you. What 
do you have on your mind ? 


STATEMENT OF JOHN J. BAUHAN, ATTORNEY AT LAW, LIBERTY 
BANK BUILDING, SAVANNAH, GA., REPRESENTING SAVANNAH 
MACHINE & FOUNDRY CO. 


Mr. Baunan. The only thing we have on our mind, we represent 
the Savannah shipyard. Our client unfortunately didn’t know about 
the hearing until yesterday and when I tried to get him last night, 
I couldn’t get him to get here today. Because ‘it is a holiday in 
Georgia I could get aw ‘ay—Jeff Davis’ Birthday. But I went over 
to see Senator Russell, and our interest in this ‘hearing i is this: We 
have a graving dock 

Senator Smatuers. A graving dock is what? 

Mr. Bauwan. A graving dock is built on the shore, I presume. 
I am not a good navigator, but I notice the graving dock is there 
because I was responsible for our client buying the graving dock 
from the Navy. 

I talked to Senator Russell, and I am making this statement with 
his permission, and he would also appreciate if the bill would be 
amended to include graving docks. So that we agreed with the folks 
on the other side that we need help, too. 

— graving dock takes care of a ship about 600 feet by about 
am just guessing, but that is about the terms of it. 

Taeeei is a bill in the House, which has been introduced, which in- 
cludes graving docks. That w ill be fathered by Mr. Preston and Mr. 
Vinson. Mr. Preston introduced the bill. 

We would appreciate it if this committee, in making the recom- 
mendations, could insert the words “graving docks.” 

We are in the same fix as Mr. Gibbs and the Merrill-Stevens ship- 

yard people in that we would be out of business before long with 
the size of the ships coming in unless we are able to enlarge our ship- 
yards, which is valued at about $414 million. 

We ask the committee if they would include the words “graving 
docks.” That is the only reason I take the liberty of butting into 
the hearing. 

Senator Smaruers. Thank you very much. Your statement will 
be a part of the record in the committee and when we vote on it we 
will read your statement and at that time we will take it under con- 
sideration. 

Mr. Baunan. I regret that I haven’t got my client here that knows 
something about shipbuilding. I know very little about it. 

Senator Smaruers. That is all right. We want all good south- 
erners to respect Jeff Davis’ Birthday and we are sorry you had to 








come up here and not be able to have a holiday. If there are no other 


witnesses, we will make as a part of the record letters from the Beth- 
lehem Steel Co. Shipbuilding Division, the Newport News Shipbuild- 
ing & Dry Dock Co., and the Alabama Dry Dock & Shipbuilding Co. 
opposing the bill. 
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(The communications follow :) 
BETHLEHEM STEEL Co., INC., 
SHIPBUILDING DIVISION, 
New York, N.Y., June 1, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: We understand that your committee has scheduled 
a hearing on S. 107 to amend title XI of the Merchant Marine Act of 1936 relat- 
ing to Federal ship-mortgage insurance in order to include floating drydocks 
under the definition of the term ‘vessel’ in such title. I had hoped to be able 
to appear in person in opposition to this bill but find that I cannot on account 
of previous commitments. 

However, our position is the same as that expressed last year in letter dated 
August 11, 1958, copy attached, in which we opposed a similar bill; namely, 
S. 4025. 

Yours very truly, 
D. D. STROHMETR, 
Vice President. 


AvueusT 11, 1958. 
Hon WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: We understand that your committee on Wednesday, 
August 13, is considering S. 4025 which would extend the principles of ship 
mortgage insurance to cover drydocks. Our company, which operates 33 floating 
docks, graving docks, and marine railways, is opposed to this bill. 

Fundamentally, a drydock is a shore facility. The mere fact that certain 
types of drydocks float does not alter this basic fact. There would be no more 
logic in extending the principle of ship-mortgage insurance to drydocks than to 
other types of ship-repair facilities such as cranes, machine tools, and the like. 

There is no pressing need at the present time for more drydock capacity. If 
anything, the ship-repair capacity in this country is considerably in excess of 
available ship-repair volume. 

As an experienced operator of drydocks, we do not believe that the usual 
economic yardsticks so necessary for mortgage insurance could be applied, for 
drydock charging rates have traditionally been too low to cover full drydock 
costs. Unless substantially higher rates could be charged, no single drydock could 
stand on its own two feet economically as could a ship. In our opinion to extend 
ship-mortgage insurance to drydocks would be to discredit the basically sound 
program of ship-mortgage insurance. 

For the above reasons, we are opposed to S—4025. 

Yours very truly, 
D. D. StRoHMEIER, Vice President. 


[Telegram ] 


NEWPoRT NEws, VA., June 1, 1959. 
Hon. WARREN G. MAGNUSON, 
U.S. Senate, Washington, D.C.: 


We are advised that Senate bill 107 will be up for hearings on June 3, 1959, 
before your committee and we should like to take this opportunity to state that 
we do not favor the passage of such bill which, as we understand it, purports to 
class floating drydocks as vessels for purposes of mortgage-loan insurance. We 
do not believe that title XI of the Merchant Marine Act of 1936, as amended, 
contemplated that such insurance would subsequently be issued for this type 
of facility and which in effect will be Government insurance for plant facilities. 
We consider that such legislation will be detrimental to those companies who 
own fixed, as well as floating, facilities, and who have been compelled to acquire 
the same without such aid of Government mortgage insurance. We accordingly 
hope that your committee will not report the bill favorably. 


NEwporT News SHIPBUILDING & Dry Dock Co. 
N. L. RAWLINGS, Evecutive Vice President. 
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(Telegram ] 
MOBILE, ALA., June 1, 1959. 


Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 


Washington, D.C.: 

We do not believe the enactment of S. 107 will be in the best interest of the 
ship repair industry. Your consideration in preventing the enactment of this 
bill will be greatly appreciated. 

BH. J. FLYNN, 


President, Alabama Dry Dock & Ship Building Co. 


Senator SMaTHERS. ‘The meeting will stand permanently adjourned 


at this time. 
(Whereupon, at 4:10 p.m., the committee was adjourned.) 
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